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ADDENDA 

Since this report was prepared and placed in the hands of the 
printer the supreme court of Minnesota, by its decision filed Jan- 
uary 8, 1909, has declared that the tax amendment referred to in 
chapter XV of this report was duly adopted and is therefore a 
part of the constitution of the state. 
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CHAPTER I 
THE MINNESOTA TAX SYSTEM 

The tax system existent in Minnesota is that of a general prop- 
erty tax supplemented by a tax on the gross earnings or receipts of 
railroad, express, telephone, freight line and insurance companies, 
a mortgage registry tax and an inheritance tax. The accompanying 
schedule indicates the characteristic features of the tax system in 
Minnesota. Tho the state derives an increasing amount of revenue 
from special taxes, {separation of state and local revenues has not 
yet been accomplished. 

Table Showing Nature and Purpose of Taxes 

Purpose of 
Nature of Tax ^ State Local 

I. General 

General property, personal and real x x 

Corporations engaged in mercantile and manufac- 
turing pursuits, the same as general property x x 
Insurance companies, on real estate x x 

II. Special 

Railroads, 4% on gross earnings x 

Insurance companies, on premiums, 2% x 

Vessel tax, 3c on net tonnage x 

Telephone companies, 3% on gross earnings x 

Freight car lines, 4% on gross earnings x 

Express companies, 6% on gross earnings. x 

Telegraph companies, ad valorem tax determined 

by state board at average state and local rate. . x 

Sleeping car companies, state board - x 

Liquor licenses* x 

Inheritance tax x 

Mortgage registry tax x x 

* 2% must be paid to state in support of hospital for inebriates. 

Theory of the General Property Tax 

The theory of the general property tax is that every man 
should pay taxes according to his ability and that his ability to pay 
is measured by the amount of property held by him on a given date. 
This method of taxation has prevailed in Minnesota since the 
establishment of the state and in early days fitted fairly well the 
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conditions prevailing in the commonwealth. In the assessment of 
property for the purposes of the general property tax, the state con- 
stitution as it existed prior to 1906 laid down these fundamental 
rules : first, "taxes to be raised in this state shall be as nearly equal 
as may be" ; second, "all property on which taxes are to be levied 
shall have a cash valuation and be equalized and uniform thru- 
out the state''; and, third, laws shall be passed taxing property 
"according to its true value in money." The amendment of 1906 
changed the w^ording of the constitution to, "taxes shall be uniform 
upon the same class of subjects".* 

The statutes are still more specific relative to the determin- 
ation of the taxing basis of citizens in the statement, "all property 
shall be assessed at its true and full value in money". Gradually 
the state 'has moved from the simple general property tax to its 
modification thru special taxes upon quasi public corporations, 
real estate mortgages, and inheritances. The dim outlines of a 
modern tax system are to be discerned in what has been accomplish- 
ed in Minnesota. As the state grew^ in wealth and population the 
tax laws worked less satisfactorily, and with the development of 
resources and the creation of corporations that part of the tax 
system which applied to personal property broke dowai, placing an 
increasing burden upon real estate in proportion to the values of 
personal property actually existent. 

System of Administration 

Upon paper, the method of enforcing the provisions of the 
general property tax appears simple and efficient. A local assessor. 
elected by the people or appointed by the councils in villages and 
cities, makes a house to house canvass calling upon the people to 
list their property. The property owner is expected to list his prop- 
erty under oath and in 'case of failure to do so the assessor is em- 
powered to make an arbitrary assessment. When the assessor har; 
finished his work the town board of review examines it for omis- 
sions of property and for the purpose of equalizing assessments be- 
tween individuals. Then follows the equalization of assessments' 
between towns, villages and cities by the county board of equaliza- 
tion, and finally, the work of the state board finishes the assessment 
by equalizing values as between counties. !3uch; in brief, is the 
machinery of assessment. 

♦This amendment was declared adopted by the state canvassing hoard, 
but is now in the supreme court and the question of its passage is still un- 
settled. See chapter XVI. 
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6 FIRST BIENNIAL REPORT 

Difficulties of Assessors 

At every point, however, the system is more or less defective. 
In the first instance, the assessor is subject to local pressure in the 
making of his valuations. He hopes to live at peace and good will 
with his neighbors and often desires to be reelected, and his method 
of assessment as a consequence soon falls into the catalog of "along 
the lines of least resistance/' In like measure he is influenced by 
the method of assessment adopted by the officers in the neighbor- 
ing towns. Local sentiment refuses to support him in an assess- 
ment which is at variance with those made in adjoining towns. As 
the years go by and the assessor continues in office a local system 
of assessment is developed that is more or less satisfactory to people 
who give the matter any attention, in tliat they are assessed on a 
minimum basis. The assessment thus made is usually copied from 
year to year and the injustices and inequalitie:, therein existent are 
perpetuated. The town boards, however, were supposed to check 
departures from the law by raising such assessments, as seemed 
necessary, in order to make an equal and just assessment between 
individuals. Thru uncertainties in the law and the inclination 
to let existing conditions alone, the assessments determined by the 
local officers were not disturbed except where complaint was made 
by some dissatisfied property holder. The assessment therefore 
went up to the county board with but little change. 

Equalizatiooi of Assessments 

The county board was created to equalize assessments between 
towns of the same county, and largely devoted its time to that 
work, tho occasionally dealing with specific instances of unsatis- 
factory or neglected individual assessments. In order to facil- 
itate their work the board adopted the method of averages for land 
and personal property established by the state board. Thus land 
was classified and each class given a value, to which the acreage of 
the different towns was raised or lowered. The same policy was 
followed regarding personal property. The record of the board 
was therefore a statement of the percentages of increase or de- 
crease made upon the valuations of the towns. So modified, the 
assessment went to the state board of equalization. Here again the 
work was not that of dealing with individual assessments so much 
as it was that of adjusting the assessments in the different counties 
to a common basis. In order to test the valuations made below, 
the state board adopted the use of an average for every class of 
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property. In time the state was divided into groups on the basis of 
the kind of land and the vakie of live stock. Where a county 
fell below the average established by the board, the assessment 
was raised to the average by percentage. With but little informa- 
tion concerning the accuracy of an assessment, classes of property 
were raised in different counties with the result that the individuals 
who had turned in fair assessments were overassessed as compared 
with people who had made a partial list of their property. Since 
^uch changes in the assessment ignored individual towns and at 
times even county lines, the differences in assessment between in- 
dividuals and between towns were often increased rather than 
diminished by this method of dealing with the equalizing of the 
assessments. 

Use of Averages 

Perhaps the worst feature of the use of averages in the mak- 
ing of assessments was the direct violation of the law that spread 
from the state board down thru the assessing officers. The local 
assessors, recognizing the futility of making their average on lands 
and live stock more than the state board's average, and compre- 
hending the wisdom of accepting the figures, began at once to use 
the averages so sanctioned by higher authority in making their 
assessments. The returns from the assessments were not on the 
basis of value, but on the basis of the average. Horses in many 
counties were assessed at so much a head regardless of their value. 
Lands too were averaged and good and poorer lands assessed 
equally. In some instances the assessors tried to average up the 
values by dropping out poor acreage or poor animals. Inequality 
of assessment thus became the rule and the taxing officers of the 
state had established a system outside the law. 

Basis of Assessment 

In Minnesota for nearly fifty years the mere caprice of the 
assessor, in which he has be:*n sustained by the boards of review 
and equalization, has been substituted for the rule of the statute. 
The result has been what might have been expected, an assessment 
varying from 20 per cent to 65 per cent of the actual value of real 
estate and an even larger variation in the case of personal property. 
The departure from the statutory requirements has been justified 
on the ground that it made little difference whether you took a 
percentage of full value or full' value itself as the basis of the assess- 
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ment. Where there is departure from the statute, no definite per- 
centage has been selected and adhered to, so at variation great and 
far reaching has been introduced in the assessments thruout the 
state. In their report for 1898 (p. 'jj'), the Wisconsin tax com- 
mission put the matter strongly as follows: 

When the average assessor once departs from the standard of true value he 
speedily comes to have no standard except a sort of comparison between 
like properties so circumstanced as to be easily compared. It consequently 
happens, unless the assessor is a person of diligence and unusual judgment, 
that his valuations soon show wide variations, not only in respect to dis- 
similar properties and different classes of property but even as to properties 
which differ -only in ownership. The habit of undervaluation is one of such 
long standing that in most assessment districts sets or series of arbitrary 
valuations for assessment purposes have become established. 

In addition to these phases of the assessment-at-full-value 
question, the holder of the property is left without protection in the 
courts against unfair assessments as compared with his neighbors 
when his property is assessed at anything less than full value. 
Thus one piece of property may be assessed at full value and an- 
other at fifty per cent. The owner in the first instance has no re- 
course in the law, since the courts maintain that he has not been 
assessed unjustly as compared with the requirements of the statute. 
In the case of State vs. Cudahy Packing Company, 103 Minn. 
419, the supreme court said (p. 421) : 

The defendant insists that the court will take judicial notice that property 
in this state is not assessed for its actual cash value; that the assessor as- 
sessed other property at 50 per cent in pursuance of the instructions con 
tained in the circular issued by the State Auditor; and that, inasmuch as the 
defendant was assessed for approximately the full value of its property, it 
has been discriminated a,gB.inst. There is obviously no merit in this conten- 
tion. The statutes of the state distinctly provide that all property shall be 
assessed at its true value in money. Neither the State Auditor nor the 
courts have the power to repeal or amend this clear and positive require- 
ment. 

Assessment Policies of County Boards 

Departure from the law regulating assessments forces county 
boards to adopt something in its place which comes in time to have 
the dignity of an assessment policy. In new districts where lands 
are owned by speculative holders the actual settlers develop a tax 
system of distributive justice. By agreement of the local boards 
land thruout the county is assessed at a flat rate per acre. The 
uncultivated lands distant from railroads, and therefore of less 
actual value, in consequence bear a larger share of the tax than the 
lands that are improved, but the object of the flat rate assessment 
is secured, both in placing the heavier burden upon the speculative 
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land holdings and in relieving" the assessor from the necessity of a 
personal inspection of lands in undeveloped and unorganized town- 
ships. 

Ore Land Assessments 

lii the instance of the iron ore properties prior to 1907 a sys- 
tem of taxation had been developed that practically created an 
additional board of equalization. The state board of equalization 
having determined the -amount of the assessment against the iron 
ore properties as a whole, representatives of the operators and own- 
ers met and distributed the assessment on the basis of the output of 
the mines. Small mines putting out large tonnages were assessed 
way out of proportion to their value and lands containing valuable 
iron deposits were allowed to stand at a nominal assessment as 
wild lands. 

Assessment of Grain, Merchandise and Banks 

In the case of the taxation of grain a policy was adopted in 
the counties where such wealth w^as concentrated in terminar eleva- 
tors that practically omitted an assessment upon the value of the 
grain, but the assessment was made upon the supposition that each 
bushel of grain should bear a^ given amount of the tax. In North 
Dakota this method has been incorporated into the law. The pay- 
ment of a small tax on each bushel of grain stored in an elevator 
during the year would do away with many of the difficulties aris- 
ing in the assessment of grain. In other districts, manufactured 
materials, stocks of goods, tools and raw materials were assessed, 
not on the basis of their value, but upon some basis determined 
by negotiations between the assessors and the owners of the prop- 
erty. In other words, the assessment amounted to a self assess- 
ment. While chapter 60 of the General Laws of 1905 provides 
that banks and mortgage loan companies shall be assessed and 
taxed in the name of bank or mortgage loan company on the 
capital, surplus and undivided profits less the real estate, which 
is taxed separately, nevertheless it has been the practice in the 
state to make the assessment against these concerns on the basis 
of fifty per cent of the value of capital and surplus, less the value 
of the real estate, altho other property was assessed at a percent- 
age considerably lower. 

In the place of the constitution and the statutes, a system, 
custom made, has been established in Minnesota with far reaching 
consequences of inequality and injustice which become more, rather 
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than less evident as the state increases in population and wealth 
and the public burdens grow in size. 

Departure from General Property Tax 

Departure from the general property tax as the sole system 
of taxation was begun as early as 1857, when the legislature grant- 
ed charters to railroad companies providing for the payment of 
taxes on a gross earnings basis. The clause of the origiiial act 
read as follows : 

In consideration of the grants, privileges and franchises herein conferred 
* * * the said company shall and will on or before the first day of March 
in each year, pay into the treasury of the Territory or future State, three 
per centum of the gross earnings of the said railroad. * * * * (Extra Ses- 
sion, 1857, chapter 1, sec. 18.) 

In 1 87 1 an amendment to the constitution, article 4, section 32a, 
was adopted providing that any change in the taxation of the gross 
earnings of railroad companies, either in rate or method, must be 
submitted to the people for their approval. Twice in the history 
of the state the rate of taxation on railroad earnings has been 
changed, but the principle involved has been extended with various 
modifications to other types of corporate organizations. In 1873 
the legislature declared that any raihyay company might by resolu- 
tion of its board of directors commute its taxes under the ad valorem 
rule by a payment of a percentage of its gross earnings. Fourteeti 
years later the legislature made the act mandatory, requiring rail- 
way companies to report their gross earnings and pay a percentage 
upon them in lieu of all other taxes. A general feeling developed 
thniout the state by 1900 that the three per cent rate was not 
high enough. This was raised to four per cent in 1903 (chapter 
253, General Laws of 1903). 

Gross Earnings Tax 

The principle of taxation thus developed in the taxing of rail- 
ways was extended to the taxation of telephone, express, freight 
line and insurance companies. In point of time, a tax on the gross 
premiums of insurance companies, imposed in 1872, was the first 
extension of the principle; it was followed by the two per cent tax 
on the gross receipts of the telegraph and telephone companies in 
1887, which was abandoned in 1891 and return made to the ad val- 
orem method of taxation. The telegraph companies continue to be 
taxed on the basis of the general property tax; the gross earnings 
tax was, however, made to apply again to the telephone companies 
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in 1897. In 1895 the legislature commuted all taxes against vessel 
property by laying a tax of three cents per ton net register. 

Two years later telephone, express and sleeping car companies 
were placed on the list of corporations paying taxes on a gross 
earnings basis. The rate of tax differed in each instance. Six years 
later, 1903, the freight line companies of the state were subjected 
to a gross earnings tax. The sleeping car companies, tho of- 
fered the option of such a method of taxation, retained the old ad 
valorem method of assessment in place of a gross earnings tax of 
four per cent, while the telegraph lines were taxed on an assess- 
ment made by the state board of equalization. Prior to 1896 and 
from 1878 the companies and individuals engaged in mining were 
allowed to commute all taxes on their mineral property by a ton- 
nage tax of one cent on every ton of ore mined by them. This 
act was declared unconstitutional by the attorney general in an 
opinion of May 19, 1896, and the following year the act was re- 
pealed. , 

Inheritance and Mortgage Registry Taxes 

Beyond the point thus far outlined the tax system of the state 
has been further extended by the inheritance tax, the mortgage 
registry tax and the creation of a tax commission. 

For years the legislature has struggled to enact an inheritance 
tax law that would stand the test of the courts. The first act, un- 
der the guise of probate fees, in which an attempt was made to 
place a tax on inheritances, was passed in 1875 (chapter 37, Gen- 
eral Laws of 1875). This act was subsequently amended in 1885 
(chapter 103), and declared unconstitutional in 1889. The legis- 
lature in 1894 presented a constitutional amendment to the people 
changing section i of article 9, so as to permit the enactment of an 
inheritance tax law. The amendment was adopted. Then followed 
the act of 1897 (chapter 293), which was declared unconstitu- 
tional. Another law was passed in 1901 (chapter 255). This 
also was declared unconstitutional, as was another law, known as 
chapter 3, General Laws of 1902, which was succeeded by the pres- 
ent law, chapter 288, General Laws of 1905. 

In the case of State ex rel. Jesse Foot, county treasurer of 
R^^msey county, Minnesota, appellant, vs. E. W. Bazille, judge of 
probate of Ramsey county, respondent, 97 Minn. 11, the supreme 
court upheld the constitutionality of the law of 1905. The equal- 
itv mandate maintained as an essential element in all taxation was 



l2 FIRST BIENNIAL ti£?ORt 

declared by the court to be a rule that applied to taxes upon prop- 
erty only and is generally held by the courts of this country to have 
no application to inheritance taxation, because a tax of that nature 
is not one upon property but upon the right of succession, or in- 
heritance. For years the legislature had been bound by the equal- 
ity clause. This decision, in consequence, together with the new 
amendment (1906) to the constitution, marks a distinct step in the 
evolution of taxation in this state. 

The way to a larger view of taxation was thus opened up 
thru the constitutional amendrpent of 1906, which declared that 
taxation shall be uniform upon the same class of subjects. The 
legislature enacted under this provision the mortgage registry tax 
law, requiring the registration of mortgages upon a payment of 
fifty cents for each hundred dollars of the mortgage, exempting 
them from all other taxation, and making as a result a new classifi- 
cation of credits. 



Expenditure 

With each year the aggregate sum of money raised by tax- 
ation in this state has steadily increased. It is* but natural that 
such should be the case. Tlie population has grown materially 
and the people have accumulated larger amounts of wealth. The 
growth of material prosperity has increased the demands upon state 
and local governments for improvement of roads, better schools, 
larger public buildings, and in the cities and towns requests have 
been made for water and electric light plants operated by the mun- 
icipality. Impatient of results, the people of the new communities 
have spent money in large amounts to secure the best that can be ob- 
tained and the burden which in older communities was distrib- 
uted over a generation, because improvements were made slowly, are 
in many of the newer parts of the state laid at once upon the holder 
of real estate without regard to the future. In 1870 the amount 
secured from taxes in this state for state, county and municipality 
was $2,619,764; in 1900, $14,963,901; and in 1907, $27,162,153, 
not including the receipts from the special gross earnings taxes*. 
The total sum amounts to more than $30,000,000. (See chapter 
XIII. 



♦From table prepared by the state auditor, being an "Abstract of the 
tax lists of the several counties for the year 1907, with comparison for sev- 
eral prior years." 



MINNESOTA TAX COMMISSION 13 

The Tax Commission 

Up to the session of 1907 no special organization was charged 
with the business of studying and supervising the taxes and tax 
system of the state thruout the year. Special boards equalized 
assessments, and the state and county auditors directed the busi- 
ness of collecting taxes in so far as their numerous duties permit- 
ted. Such a great business, involving the sum of $30,000,000 as 
well as the welfare of many individuals and communities, demand- 
ed sooner or later a special department of the state to study and 
supervise, direct and report upon the tax system. In accordance 
with that view the legislature of 1907 created a tax commission. 

"Under the new law the commission is made the central 
authority with general supervision over the taxing machinery of 
the state and the officers who are engaged in operating it. The 
act specifies that the commission must confer with, advise, and in- 
struct local assessors in the work of assessment, and that in case 
of failure to perfom the duties required of them the commission 
may direct proceedings against such taxing officers as fail to per- 
form their duty. Local taxing officers, on the other hand, are re- 
quired to give the commission information on assessments and 
on such other matters relating to taxation as may be deemed neces- 
sary by the commission for the work it is carrying on. Similar 
demands may be made upon individuals, co-partnerships, com- 
panies, associations and corporations to furnish information regard- 
ing their real and personal property: Witnesses, too, may be sum- 
moned and required to give testimon}^ and produce such books and 
records as may be necessary in securing knowledge of the valuer 
of properties. 

*'In order that the commission may keep in touch with condi- 
tions existing tliruoiit the state, the legislature made a positive 
requirement that the members of the commission should visit at 
least one-half of the counties annually, *to inquire,' as the law puts 
it, 'into the methods of assessment and taxation and to ascertain 
whether the assessors faithfully discharged their duties, particu- 
larly as to their compliance with this act requiring the assessment 
of all property not exempt from taxation.' In line with these sug- 
gestions the law also requires study and investigation of tax sys- 
tems in vogue in other states and countries, and the submittance 
to the legislature of the commission's conclusions and findings as 
a basis of future legislation. 



14 FIRST BIENNIAL REPORT 

"Under the Minnesota tax system, equalization of returns be- 
tween counties, has been an important and necessary feature of the 
work of administration. The power of equalizing, of raising town 
and county assessments, is now reposed in the tax commission as 
well as in the state board of equalization, but the use of the power 
by the commission must be made prior to the meeting of the state 
board of equalization, whose existence as a part of the tax system 
continues until January, 1909. The powers of making re-assess- 
ments where conditions require it, of causing auditors to place 
omitted^ properties on the assessment rolls, of receiving complaints 
and of making examinations of property and of instituting pro- 
ceedings where improper and negligent administration of tax laws 
could be remedied, are also reposed in the commission. These, to- 
gether with tfee injunction to advise with the governor upon the 
administration of the tax laws, are in the main the functions of the 
tax commission under the act of 1907.'' * 

Work of the Commission 

In closing this chapter on the Minnesota tax system, it may 
not be out of place to indicate briefly something of the work of 
the commission created under the act referred to above. The pre- 
sentation here will be in outline only, since the whole report is in 
itself devoted to that purpose. 

The Library 

At the outset it has been the purpose to lay a wide foundation 
for the work of the commission. To that end, a large library, con- 
taining general works on taxation and the reports of state and city 
officers in America and abroad, has been, collected. To this collec- 
tion has been added a large number of blanks and forms used in 
different states and countries in the work of assessing property and 
levying taxes. The value of this collection in the study of tax sys- 
tems has already justified the labor of bringing it together, while 
the legislature in its work on taxation ought to find the collection a 
valuable aid. 

Visits to Other Commissions 

To supplement the information thus gathered, the commission 
spent three weeks in the summer of 1908 in visiting the taxing 
officers of many of the eastern states for the purpose of conferring 
with them regarding the practice of taxation as compared with the 

*Quoted from the Minnesota Tax Commission's Preliminary Report 
of 1907, p. 9. 
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Statutory provisions of the law. The visit brought forth many im- 
portant matters that are not to be found in the pages of a report 
and the knowledge of them will prove to be helpful in the framing 
of recommendations to the legislature. 

Visits to Counties 

The law under which the' commission \\as created provided 
that visits must be made to at least one-half of the counties each 
year. In view of the first assessment under the supervision of the 
commission, every county in the state was visited and conferences 
held with the township assessors, who gathered at the county seats 
to meet the members of the commission. The results from these 
meetings are discussed in chapter V. 

Real Estate Valuations 

Real property bears the burden of taxes in Minnesota. Recog- 
nizing this as a true statement of the fact, the commission began 
in June of 1907 and completed in August of 1908 an elaborate 
investigation of real estate values in the different counties of the 
state. Compared with the assessments made against the properties 
sold during the last five years, many interesting facts were brought 
out that are of vital importance to the residents of Minnesota and 
if intelligently used should go a long way toward the improvement 
of the assessments. See chapter IV. 

Iron Orei Valuations 

''The work of a tax commission in Minnesota is limited in some 
directions and enlarged in others by the conditions existing in the 
state. The enactment of the gross earnings tax on railroad earn- 
ings and the extension of the same principle of taxation to tele- 
phone, express and sleeping car companies removed the properties 
of such corporations from the necessity of immediate considera- 
tion ; on the other hand, the existence of iron ore lands in the state, 
taxed on an ad valorem basis, raised at once the question of the 
proper taxation of mining properties under the existing law."* 
During the summer of 1907 the iron lands of the state were visited 
and after several months of hard work a valuation placed upon 
them of $190,094,438, not including the personal property. In the 
year intervening since the original work was done of valuing the 
iron ore lands, the records have been perfected, the values more 
carefully ascertained, and the statement of the values very much 
improved in form and character. 
♦Ibid, p. 8. 
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Other Investigations 

Similar investigations have been inaugurated in other Hues 
of industry, and as fast as the returns are made the results are 
tabulated and put in fonii for use in making assessments and recom- 
mendations. 

In addition to these undertakings, to say nothing of the in- 
vestigations being carried on relative to the workings of tax laws 
in other states, the commission has had a large amount of admin- 
istrative work to perform in supervising the work of assessments, 
in examining applications for abatement of taxes, answering ques- 
tions, and in holding hearings from time to time regarding tax 
matters. 

Summary of Work Accomplished 

In order that the reader may see at a glance what the tax com- 
mission has been occupied with during the year and nine months 
of its history the following summary is here put down: 

1. Compilation and pu!)lication of the tax laws of the state 
for the use of assessors and county officers. 

2. Preparation and publication of a preliminary and a biennial 
report upon the taxing conditions existing in Minnesota— reports 
of 1907 and 1908. 

3. The passing upon over four thousand applications for 
abatement of assessment and refundment of taxes. See chapter V. 

4. The holding of numerous meetings to hear complaints 
made by the tax payers concerning the assessment of their proper- 
ties. 

5. Visits and meetings with assessors and taxing officers in 
every county in the state. See chapter V. 

6. Appointment of examiners, and reassessments made in 
Jackson and Becker counties. 

7. The collection of personal property abstracts containing the 
name and assessment of every personal property holder listed for 
1907. 

8. Preparation of a card catalogue of all corporations engaged 
in business in the state, showing capitalization, officers, location, 
character of business and rating. 

9. Visits to iron range, collection of information regarding 
tonnage and location of ore by forty-acre tracts and the reassess- 
ment of iron properties in St. Louis and Itasca counties. See chap- 
ters VIII and IX. 
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10. Investigation of real estate values in Minnesota covering 
the sales during a period of five years. The investigation has giv- 
en the commission a great fund of information regarding real 
estate assessments in every county of the state. See chapter IV. 

1 1. Inauguration of investigations to secure information from 
all the industries of the state regarding extent of property and 
percentage of profits with a view to securing a proper basis for 
taxation. See chapters VI and VII. 

12. Investigation of the workings of the mortgage, registry 
tax and the extent of licenses and fees paid for saloon, billiard, thea- 
ter and other privileges. See chapters XI and XIII. 

13. Tabulation of county tax abstracts for the state board 
of equalization and the correction and final preparation of the same 
after changes made by the state board for the final assessment. 

14. Collection of a library on taxation now containing two 
thousand volumes, hundreds of pamphlets and a large number of 
blanks, forms and lists used in the state for taxing purposes. The 
li1)rary is being thoroly cataloged and will be valuable to the com- 
mission, the legislature and the general public. See chapter I. 

15. Visits were made by the commission for the purpose of 
securing information and data regarding the administration of tax 
laws, to the states of Michigan, Wisconsin, New York, Massachu- 
setts, Connecticut, Pennsylvania and Maryland, 'the provinces of 
Ontario and Quebec and the cities of New York and Philadelphia. 

Attitude of the Commission 

In concluding the review of the situation in ^linnesota, the 
tax commission presents its idea of the basis of future changes in' 
the law and its administration. Every citizen should pay taxes ac- 
cording to his ability. This is in its opinion the golden rule in 
taxation. Before this high standard can be reached, it is neces- 
sary to know the actual value of all kinds of property, their earn- 
ing power, and the amount of taxes paid upon gross and net re- 
ceipts. To obtain this information means a vast amount of labor 
and an almost infinite patience. The tax commission feels that it is 
a necessary prerequisite to any real reform, and immediately after 
its creation started in quest of the needed information. The same 
attitude — knowledge first, then action — will be maintained all thru 
the work of the commission, both in its reports and in the adminis- 
tration of the law. 
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CHAPTER II 

LIMITATIONS UPON ASSESSMENTS 

While the law in one place urges and commands the assess- 
ment of all property within the boundaries of the state at the true 
and full value in money, the law in other places restricts the in- 
debtedness of towns, cities and villages and the salaries of certain 
county officers to certain percentages of the assessed valuation in 
these districts. Special tax levies for school and state purposes be- 
ing based upon the assessment and the equalizations of county and 
state boards, since an increase of assessment lays a large part of 
the burden of state and county taxes upon the local community, 
place a check upon the work of the assessor.- Besides these influ- 
ences are the economic and social forces prevailing in every part 
of the state which work upon the assessor's decision relative to 
values. The assessor is in consequence hedged in at every turn. 
What is required by the law, namely, the assessment of property 
at its true and full value in money, is checked by the conditions 
of the law, by public opinion, and by the economic situation. 

The Limitations Classified 

The limitations upon the making of an assessment referred to 
above may be grouped as follows: 

1. Statutory limitations 

2. Special tax rates 

3. Boards of county and state equalization 

4. Assessors and their point of view 

1. Statutory Limitations 

The statutory restrictions consist of those that have been placed 
upon public indebtedness by establishing a definite relation between 
the amount of indebtedness and the assessed valuation, and those 
that determine the salaries of certain county officers on the basis 
of the assessment without regard to size or peculiar economic condi- 
tions existing in the county. 

The law declares that the net indebtedness of a city of the first 
class shall not be more than five per cent of the assessed value of 
the city, and no other municipal corporation shall extend its debt 
beyond ten per cent of its assessed value except in the case of school 
districts. 



MINNESOTA TAX COMMISSION 19 

This limitation upon the indebtedness of a municipality works 
in a double way, dej^ending upon the desire of the citizens to in- 
crease or to prevent the enlargement of their public debt. If the 
first object is to be obtained, the assessment is placed as high as 
possible, while on the other hand, if the second purpose is to be 
secured, the assessment is kept low and the bonded debt of the city 
is as a result held down without regard to the needs of the com- 
munity. The assessor in either instance comes in contact with pub- 
lic opinion and is practically prohibited, short of official suicide, 
from placing values on property according to law. 

The legislature in sections 492 and 527 of the Revised Laws 
of 1905 provided for the salaries of certain county officers by classi- 
fying the counties according to the assessed value of the property 
held in them and authorizing the payment of salaries according to 
the valuations. Thus a county having an assessed valuation of 
$4,000,000 or less pays the auditor and treasurer $1,200; where the 
amount is between $4,000,000 and $6,000,000, the salary is $1,500; 
in the case of $6,000,000 to $10,000,000 valuation the salary is 
$2,000; and where over $10,000,000 the amount paid is $2,500. 
The appropriations for clerk hire in the instances cited above are 
also dependent upon the assessed valuation. There is, in conse- 
quence of these provisions, a conflict between official interest and 
public opinion on one hand, and an opposition between the law re- 
quiring a full value assessment and the desire of the community to 
keep down the expenditures whose limits depend upon the assessed 
valuation. 

A limitation of five per cent on the bonded debt of a city when 
there is a full valuation of the property within its boundaries is a 
more than liberal provision for indebtedness, but its very liberality 
stands in the way of carrying out the fundamental requirements of 
the tax laws. In the matter of the salaries of county officers objec- 
tion has been raised, as in the instance of the assessment of 1908, 
against an increase of assessment, because it automatically in- 
creased the salaries of county auditors and treasurers. Charges 
w^ere made in the late primary election that some of the county 
auditors had tried to secure an increase of assessment for the pur- 
pose of enlarging their annual stipend. 

If the assessment was made at full value every county auditor 
and county treasurer in the state would receive the full amount 
of salary fixed by law ($2,500) except in sixteen counties; of this 
number in one county (Cook) these officers would receive but 
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$1,200; in five they would receive $1,500; and in eight, $2,000 an- 
nually. In the case of the state taxes the school fund would receive 
$2,557,960, the state university $588,331, roads and bridges $127,- 
898, soldiers' relief $255,796, the funding tax $511,592, and the 
revenue fund under the 1908 rate would swell to $4,348,533.54. 
All of these taxes would yield large amounts over and above the 
receipts of 1908 on the present assessment.* 

2. Special Tax Rates 

Separation of state and local taxation does not exist ip Minne- 
sota. The legislature still continues to levy an annual tax of sev- 
eral mills to meet such state expenditures as cannot be met by the 
returns from gross earnings taxes and the state income from other 
sources. The total of. such levy in 1908 was 3.48 mills and for 
1909, 3.33 mills. While the amount of taxes paid for state pur- 
poses is not large when compared with the local taxes, nevertheless 
it is always kept in mind when the assessment is being made and 
each tow^n and each county struggles to avoid the payment to the' 
state of a sum any larger than necessary. 

3. Boards of County and State Equalization 

The same attitude is taken by the town and county boards of 
review; the town boards as against the remainder of the county 
and the state, and the county boards as against the state, labor to 
hold down the assessment so that the district may not have to pay 
too large a share of county and state taxes. The state board of 
equalization face the problem of securing an equality which the 
law presumed was secured in the first instance by the town and 
county boards. The short period in which they have to make an 
adjustment between the assessments of counties, cities and villages 
forces the board to use averages and percentages, with the result 
that the inequalities are often more in evidence when their labors 
are concluded than before the w^ork of equalization was begun. 
Despite the efl^orts of the board to equalize the assessment in the 
state, the variations of assessment to true value continue quite as 
great as ever. 

4. Assessors and Their Point of View 

More important than the other three groups of influences on 
the assessment is the assessor. While he is hampered by the pub- 
lic opinion created by the statutory provisions referred to above, and 
*Based on assessment of $2,557,960,907. 
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checked in his work by the attitude of boards of review and equaliza- 
tion, the fact remains, nevertheless, that he is the maker of the as- 
sessment. As Professor T. S. Adams remarked in an address at the 
meeting ot the National Tax Association, measured in dollars and 
cents the work of the local assessor is far and away the most im- 
portant part of our fiscal system. Continuing, he said : "Com- 
pared with the general property tax, corporation taxes, inheritance 
taxes and all other taxes put together pale into insignificance. In 
1902 more than three- fourths of all the general revenues of the 
state and local governments came from taxes upon general prop- 
erty. * * * Whether we keep or discard the taxation of personal 
property, the local assessor will, for many generations, continue to 
play the prinicpal role in the work of state finance, and upon his 
probity and efficiency will depend the real success or failure of our 
system." 

The Local Assessor and His Work 

The local assessor is one of the heritages that cajiie with the 
township system of local government. Elected each year, he is 
supposed to represent the ideas of the people of the township and 
to carry them out in the making of the assessment. The time re- 
quired to do this important work is estimated by the standards of 
an earlier day when property was limited and what there was, 
easily enumerated and valued. The pay of this officer compares 
favorably with the old view of an assessment. Even this is not 
granted in some districts, the office being put up to the man who 
will make the lowest bid. In other districts, the man who needs 
the money is given the position. In the approximately 2,600 town- 
ships in the state, the larger number of voters try to select men for 
the office of assessor who will make a fair assessment as judged 
by the community opinion. This opinion, however, does not square 
with the law, since the basis of taxation is in public opinion uni- 
formity and equality as compared with neighboring towns and 
counties rather than the statute requirement. 

The fact remains, however, that an army of assessors, each 
one a law unto himself, and working on different standards of value, 
cannot but produce great inequality of assessment even if the condi- 
tions under which he worked were ideal. Ideal conditions do not 
exist. The assessor in some instances is forced to recognize the 
political element in making his assessments, to take into considera- 
tion the demands for favors from personal friends and political 
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associates, the lack of time, insufficient pay and the real inherent 
difficulty of the task. It is this last phase of the matter that is the 
most important and demands the largest consideration. The local 
assessor system as now organized under the law, while not a fail- 
ure, will not permit of the kind of assessment that spells efficiency 
in taxation. The property holdings of individuals and companies 
extend into many districts of the state, so that the very conditions 
of competitive business demand equality of assessment, not only 
between individuals but as between different districts wdiere busi- 
ness enterprises are located that compete with one another. 

High rates of taxation are pretty sure to affect the appraisal 
of the local assessor who has in view the tempering of the wind to 
the shorn lamb. As a heavy assessment may be met by complaint 
against the assessor or by removal of the parties to other towns, 
the determination of the assessment becomes a matter of agreement 
between the town authorities and the tax payer. The forces of 
compromise, of what the people will stand, are factors that Ijave 
much to do with the placing of the assessment. The recent assess- 
ment in Minnesota bears out well the statement set forth above. 
The tax commission visited the different county seats prior to the 
assessment, distributed copies of tax laws and instructions to as- 
sessors — in fact, gave the present system a thoro try out — with 
the result (not including districts in Becker county, not returned) 
that the assessment of personal property made by the assessors for 
1908 exceeds that for 1907 by $2,155,810 ;'and the assessment of 
real estate for 1908 (after deducting the $120,242,593 increase in 
mining properties made by the commission in 1907) exceeds that 
for 1906 by $84,588,869. See chapter V. In some of the coun- 
ties — Aitkin, Beltrami, Carlton, Cass, Hubbard, Itasca, Murray and 
Wright — the assessors placed a valuation that was higher than the 
county boards of equalization thought it ought to be, and these 
boards, in face of the provision that county boards of equalization 
are prohibited from lowering the aggregate values as established 
by the assessors, reduced the assessment. In other cases the re- 
turns by the assessors did not equal the amount of the previous as- 
sessment. 

A County Assessor System 

The first step toward a better assessment is to recognize the 
defects of the present system and propose something to take its 
place. 
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A careful examination of the situation as it develops during the 
making of the assessment from the time of the election of the local 
assessor until the records pass into the custody of the county board 
of equalization brings the conclusion that the first difficulty is in tht 
conditions surrounding the local assessor. It has already been shown 
above that the" conditions belong to the machinery of assessment 
now in vogue and cannot be changed except as the method of mak- 
ing the assessment is changed. Fully persuaded of this view, the 
commission believQS that a county assessor should be substituted 
for the numerous local assessors now engaged in listing the person- 
al and real property in the state for taxation purposes. The first 
object to be obtained by this change in the system is uniformity of 
assessment. The impossibility of securing this desirable feature 
of taxation under existing conditions has been shown in the fifty 
years of experience in this state with the local assessor system. 
Here and there under the provisions of section 807, Revised Laws 
of 1905, four or five county boards have elected supervisors of as- 
sessors whose duty it is to aid in locating property not previously 
listed and to act as the agent of the county board in securing in- 
formation. While an advance over the old system, the unifonnity 
of assessment is not secured by this additional officer, since the 
law gives the supervisor practically no power to compel an assessor 
to follow the law, which is the only ba,sis of a uniform assessment. 

The proposal, then, is to turn over the assessment of property 
in a county to an officer to be known as county assessor, who shall 
with the aid of 'his deputies make the assessment for the entire 
county, barring those cities which have provision for special assess- 
ors in their charters. In place of many officers — in round numbers, 
2,600 for the state — there will be 85 responsible officers who will 
give their time and energy for the entire year instead of for a short 
period of sixty days, to the making of the assessment. On the face 
of the proposal, better results should be attained. 

Objections to the County Assessor System 

One objection made against the substitution of a county as- 
sessor for the township assessors is put in the form of an intrench- 
ment upon local government. That is, the establishment of the 
office of county assessor is looked upon as a step in the direction 
of concentration of authority and government is thereby removed 
from the hands of the people. To this it may be replied that the 
county is essentially the unit of government in Minnesota — records 
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are kept, taxes collected and administefed, poor looked after, 
schools supervised through the agency of the county. At the county 
seat the court holds its sessions and the general government of the 
county is carried on. Moreover the development of good roads 
and the rapid extension of the rural free delivery make the basis of 
community action much wider and more far reaching than former- 
ly. After all, the essential point to be kept in mind is the efficiency 
of the new officer as assessor, which is to be tested by equality and 
uniformity of assessment, not in a little district six miles square, 
but in a county composed of many townships. 

The second objection that should receive some consideration 
is that of expense. It should be remembered in this connection 
that approximately 2,600 officers are being removed and 85 new 
ones created. The expense of the new officers, tho employed the 
year round, will be little if any greater than it is now. More- 
over the creation of the county assessor will relieve the already 
overburdened county auditors' offices from the work of preparing 
the asssessment books. A new and logical division of tax work 
will be created by the addition of this new officer to the list of 
county officials. The w^ork could then be divided as follows: (i) 
preparation of assessment rolls in the assessor's office, (2) spread- 
ing the tax on the rolls in the auditor's office, (3) collection of tax 
by county treasurer. 

- A third objection has been urged against the county assessor. 
It is declared that he will be more easily controlled by designing 
interests and will therefore favor them in the making of the as- 
sessment. Whatever may be said of this objection as urged against 
the county assessor, it may be said that the same objection has been 
made in many instances against the local asssessor on similar 
grounds. The guarding of an officer against any attitude of that 
kind is largely a matter of vigilance, and public opinion rightly 
keyed against such a breakdown in official conduct. 

The County Assessor in Other States 

The county assessor system is not a new method of listing 
property, as shown in the schedule given below. The success of 
the system depends upon the care with which the law is drawn, 
the supervision over the assessors in their work, and the spirit in 
which the assessment is made. 
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County Assessor System in Various States 

Alabama Elected for. four years. Paid by state and county — on 

state tax, not exceeding $12,000, 8% on first $1,000, 4% 
on second, 2% on remander; exceedng $12,000, same up 
to $12,000, 15^% on up to $60,000, 1% on remainder. Same 
on county tax. Fees in addition. 

Arizona In certain counties, appointed by board of supervisors for 

fM J iAh i^'jiiiLfUL tour years. Salary varies, according to class of counties, 
from $1,200 to $2,400. Subject to removal by board of 
supervisors; vacancy filled by board. 

Arkansas Elected for four years. Paid, half by state and half by 

county, for each name listed, 20c, for each property list 
to unknown, $1.00. 

California Elected for four years. 

Colorado Elected for two years. Salary varies, according to class of 

county, from $800 to $4,600. Paid quarterly. Subject to 
removal by governor, upon complaint. Vacancy filled by 
county commissioners. 

Florida Elected for two years. Paid by state and county — on state 

tax, 10% on first $4,000, 5% next $3,000, 1^ on balance. 
Same on county tax. 

Georgia Elected for two years. Salary, 3% on first $1,000 and a 

decreasing per cent on each additional amount; on excess 
above $36,000, 5^ of 1%. Is also tax collector. Remov- 
able by governor. 

Idaho Elected for two years. Salary, fixed by board of county 

commissioners, between $800 and $3,000. Subject to re- 
moval by board of county commissioners. Vacancy 
filled by same. Ex-ofificio collector. 

Illinois In certain counties, appointed by county board for one 

• year. Salary fixed by county board. Subject to removal 
by judge of court of competent jurisdiction at his discre- 
tion. Vacancy filled by county board. 

Indiana Elected for four years. Salary varies with the population 

of counties, from $600 to $1,900. Paid quarterly. Annual 
state meeting, for three days, at call of state tax com- 
mission. 

Kansas Appointed by board of county commissioners for two 

years. Salary, in counties of 25,000 or less, $5 a day; 
25,000-40,000, $900 a year; above 40,000, $1,200. Meet at 
least once a year with tax commission at latter's call. 

Kentucky Elected for four years. Salary, in counties where assess- 
ment does not exceed $1,000,000, 4^c on each $100 listed; 
in others, 4c on each $100 up to a million, and 154c on 
\k\sLnce, not to exceed $4,000 a year. • 

Louisiana ...... Elected for four years. Paid, in proportion to amount re- 
ceived, by state, parish, school board, etc. — 4% on first 
$50,000, 2% on excess. For levee taxes, $100. Total never 
to be less than $400. 

Maryland Elected for two years. Salary, $3 per day and 10c mile- 
age. 

Mississippi Elected for four years.- Paid by state and county — on 

state rolls, 5% on total, not to be less than $500 for each 
roll or more than $1,500 for the two. The board of su- 
pervisors may allow additional fees. 

Missouri Elected for four years. Paid half by state and half by 

county — 25c per name for first 1,000, 20c second 1,000, 15c 
each additional. Subject to removal by county court. 
Vacancy filled by same. 
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Montana Elected for two 3^ears. 

Nebraska Elected for four years. Salary varies according to popu- 
lation. Counties of 5,000 or less, $250, up to those of 
100,000 or more, $2,400. Removable by state board of 
equalization and assessment. Vacancy filled by county 
board. 

Nevada Elected for two years. Salary fixed by acts of counties. 

Meet with governor annually, not exceeding ten days. 

New Mexico . . . Elected for two years. Salary, 4% of money collected 
on assessment. Removable upon conviction by judge of 
district court. Vacancy filled by board of county commis- 
sioners. 

Oregon Elected for four years. Salary fixed for counties by stat- 
ute, ranging from $1,000 to $3,000. 

South Dakota... In certain counties, elected for two years. Salary, $4 per 
day. Population of 20,000 or more, not to exceed $1,750. 
Paid by state. 

Tennessee Elected for four years. Salary, population of 60,000 to 

120,000, $2,500; over 120,000, $4,000; in other counties, 
fixed by county court within certain limits. 

Texas Elected for two years. Salary, 5c for .each $100 of first 

$2,000,000, 2l4c for on up to $5,000,000, and balance 1.7c. 
Five cents for each poll. State pays poll and half of 
other; county, balance. 

Utah Elected for two years. Salary fixed by board of county 

commissioners, not to exceed sum varying according to 
classes from $300 to $1,800. Paid monthly. 

Virginia Appointed by circuit courts for five years. Salary, $2 per 

day. Removable by court of appointment. 

Washington .... Elected for two years. Salary varies with class of coun- 
ty, from $2,200 for 1st class, to $1,200 for 8th class; be- 
low 8th class. $5 per day. 

West Virginia . . Elected for four years. Salary, $30 per each 100 voters 
for first 3,000, $25 per each 100 up to 3,000 more, etc.; not 
to exceed $2,100 nor be under $1,000. 

Wyoming Elected for two vears. Salary, varying by classes from 

$800 to $1,500. 

Essentials of a County Assessor System 

A number of vital points in the plan may well be considered 
here. While some of the states provided for the appointment of 
the county assessor by the county commissioners, others have en- 
acted laws which make the assessorship an elective office. Perhaps, 
all things considered, the latter method is the wisest. While it 
may be said that an assessor, if elected by popular vote, would 
truckle to public opinion, nevertheless a long term of office, a fair 
salary and support in his office by a permanent tax commission, 
would go a long way toward remedying a defect of this kind. The 
term of office might well be placed at four years and the salary 
fixed by population and area of county. One further feature re- 
mains to be considered. Equality of assessment, as well as uni- 
formity of assessment, must be considered from both the county 
and state point of view. The necessity of a statewide body to 
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supervise assessments and to secure uniformity of action may be ac- 
cepted without further argument. The need of control over county 
assessors in their work appears to be essential to the success of the 
plan. Such failures of the county assessor system as have been re- 
corded are due to the absence of a superior power to remove the 
assessor who failed to do his duty. That it would be successful 
under the direction of a state tax commission is clearly proved in 
the supervisor system in vogue in \Visconsin, which, while an ad- 
vance over the system existent. in Minnesota, has all the defects 
due to too many officers doing a piece of work in too short a time;^ 
but it possesses advantages in the uniformity of Assessment gained 
by the supervision of the assessors by the county superviors of as- 
sessments. 

The state systems indicated in the schedule above do not pro- 
vide for state meetings, with two or three exceptions, or for the 
specific removal of the county assessor, except in the instances of 
'Arizona, (Colorado, Georgia, Idaho, Illinois, Missouri, Nebraska, 
New Mexico and Virginia. In these states no uniformity of re- 
moval power exists, some of the states placing the power in the 
hands of the governor, others with the courts, others with the 
boards of equalization. None of the states have carried the county 
assessor plan to its logical conclusion. If such a system were cre- 
ated, the assessor would be elected for four years, paid a fair salary, 
required to meet with the tax commission, subject to their super- 
vision in his work, and removable by the same body if he failed to 
perform his duties as prescribed by law. 

To continue the discussion, a county assessor system possesses, 
to put it briefly, the advantages that go with a permanent officer, 
who in time becomes an expert, capable of making with his deputies 
an equitable, just and uniform assessment. Meeting in annual con- 
ference with the tax commission, the county assessor will cdme to 
a clear and uniform understanding of the laws and work of list- 
ing property. Supervision and direction by the tax commission will 
put him under the necessity of performing his duties according to 
law, and his election by the people will give them the opportunity of 
placing their approval or disapproval upon his work. Such a sys- 
tem would mean a great reform in the assessing now in vogue in 
Minnesota. 

Town Boards of Review and the County Assessor 

Coupled with the local assessor is the town board of review, 
which has the power to change the returns made by the local as- 
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sessor if it desires to do so before sending the totals to the county 
board of equah'zation. The removal of the local assessor and the 
substitution for him of the county assessor would alter the relation 
of the town board of review to the assessment. It is not desirable 
to eliminate the town board of review, but under the proposed 
change of plan it is necessary to slightly alter its function. It 
would be impossible to hold meetings of town boards of review 
on the day now set by law if the county assessor were required to 
be present at every meeting in the county. Greater uniformity of 
assessment would be obtained thru the county assessor's office 
than under the local assessor system; the necessity of the revision 
contemplated by the law, but seldom performed under the present 
town board of review, would no longer exist as it did before. It 
is, however, desirable to have the criticism of the town board of 
review upon the work of the county assessor. To secure this, the 
county assessor should be required to submit to the town boards 
the lists prepared by him before the day of meeting. 'The town 
boards would then have the opportunity of examining the lists be- 
fore returning them to the county assessor. The county assessors 
would then submit the lists, together with the recommendations 
made by the town boards, to the county board of equalization for 
its consideration. In this plan exists a logical system, sure to 
bring better results than the system now in vogue in the state. It 
is, in fact, one that corresponds with the growth of Minnesota and 
ought, therefore, to fit into the economic conditions without dis- 
turbance, and certainly with better results. 

County Assessor System Recommended by State Officers 

This request of the state tax commission for a county assessor 
system is not the first. time the matter has been brought to the at- 
tention of the people of the state. In his report for the years 1887- 
1888 (p. 38), Hon. W. W. Braden, auditor of state, said : 

This office will suggest but few amendments to our present revenue laws, 
and they only of minor importance, unless the change be made, which has 
been recommended from time to time, of our present township assessment 
system, to a county assessment system. Such a change is considered of the 
very first importance. It seems as though valid objections could not be 
urged against it. That greater uniformity in assessments would thereby be 
obtained is not doubted. 

Four years later Auditor A. Bierman renewed the suggestion 

in his report. His statement was as follows: 

The assessment roll is too often made in direct violation of the plainest 
provisions of the law, and double assessments, exemptions and false valu- 
ations are the most frequent errors. If the assessment could be made, not 
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by over a thousand assessors, but by one from each commissioner district 
in a county, the result no doubt would be much more satisfactory to every 
one concerned. 

The tax commission of 1902 in their report had the following 

to say regarding the county assessor : 

The question was long and seriously considered by the commission whether 
it should provide for the abolishment of the office of township assessor 
and create in its stead that of county assessor. That such a change would 
conduce to better assessments was the opinion of all its members. (Minn- 
esota Tax Commission Report, 1902, p. 21) 

This chapter opened with a brief statement of the limitations 
existent in the law which check and embarrass the making of as- 
sessments. The largest emphasis has been placed upon the last one, 
relating to the local assessor, and a suggestion has been made rela- 
tive to the difficulties therein involved. The third limitation will 
be removed in part when the state board of equalization passes out 
of existence, and the work of county boards should be better done 
W'ith a county assessor to assist them with information. The first 
and second limitations of special tax rates and official salaries are 
ones that will be dealt with in part in another division of the re- 
port. 
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CHAPTER III 

THE PERSONAL PROPERTY TAX 

The criticism against the general property tax has been direct- 
ed ahiiost wholly toward the personal property side of the tax. 
Commission after commission, author after author, and expert after 
expert, have fulminated against the tax upon personal property. 
Despite these criticisms this form of tax still continues to stand on 
the statute books in many states as well as in Minnesota. The 
general fear has been that its removal or modification might result 
in an increase in the burden upon real estate, which is regarded as 
a fundamentally just and practically workable tax. This conten- 
tion has no little weight and will check any change in the personal 
property tax until the owners of real estate are satisfied that the tax 
burden on their property is not increased, but lessened, by the 
alteration of the law^ As has been shown in some degree in prev- 
ious chapters, the assessment of personal property is a matter of 
the greatest difficulty not only in determining the values but in lo- 
cating the property. In most instances the assessor is compelled 
to ask the value of stocks of goods, to use an average value for 
determining the assessment against live stock, and, when it comes 
to the existence of intangible property, to depend entirely upon the 
word of the owner. 

A great deal of personal property necessary to the existence 
of every home is unproductive ; sewing machines and pianos pay no 
visible money return to their ow^ners, but are listed because they 
can be seen. On the other hand the owner of so-called intangible 
wealth refuses to list it, either because it is easily concealed or be- 
cause the tax rate is such a large part of the income derived from 
the property that to report it practically means confiscation of the 
income. Thus the anomaly exists of tangible non-earning property 
paying a heavy tax and intangible income-bearing wealth going into 
hiding and escaping the payment of its share of the tax burden. 

Assessment Under the General Property System 

The relation of the personal property assessment to the total 
assessment in Minnesota in the last fifty years <shows clearly that 
the assessment has fallen upon tangible personal property that could 
not well escape. In 1858 the personal property of the state was 
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17.5 per cent of the total assessment. This percentage went as high 
as 31.6 in 1S68, and since' that date it has steadily dechned, varying 
between 15.8 and 29 per cent. Since 1900 the percentage has stood 
at 17.5 to 21 per cent. As compared with Massachusetts, the Min- 
nesota showing is lower. The percentage for the two states for 
practically the same years are shown in the table below: 

Percentage of Personal Property to Total Assessment 
Massachusetts Minnesota 



Year 

1861. . 

1^71.. 

1881.. 

1891.. 

1901.. 

1906.. 



Percentage 

35.9 

33.8 

30.2 

25.2 

21.8 

21.6 



Year 
1862.. 
1872.. 
1882. . 



Percentage 

16.9 

29.0 

24.5 



1891 18.1 

1901 21.0 

1906 20.1 



A larger table, divided into two parts and briefly referred t(^ 
above, indicates for the period of the state's history the relation be- 
tween personal property and the total asssessment, and the part that 
credits and money form of the personal property returns. 



PART I 
Percentages of Real Estate and Personalty to Total Assessment, 1858-1908 



Year 



Total Assessed 
Valuation 



Real Estate 



Per Cent 
of Total 



Personal 
Property 



Per Cent 
of Total 



1858 $41,846,777 . $34,533,144 82.5 $7,313,633 17.5 

I860 41,383,315 36,753,408 88.8 4.629,907 11.2 

1862 29,832,719 24,791,888 83.1 5,040,831 16.9 

1864 41,222,269 32,486,568 78.8 8,735,701 21.2 

1866 61,827,289 43,015,487 69.6 18,811,802 30.4 

1868 81,610,418 55,840,473 68.4 25,769,945 31.6 

3870 93,339,558 67,221,348 72.0 26,118,210 28.0 

1872 100,385,640 71,281,144 71.0 29,104,496 29.0 

1874 215,575,441 162,405,413 75.3 53,170,028 24.7 

1880 269,719,325 203,473,637 75.4 66,245,688 24.6 

1882 323,253,292 244,033,847 75.5 79,219,445 24.5 

1884 401,671,281 307,985,254 76.7 93,686,027 23.3 

1886 483,999,749 382,337,464 79.0 101,662,285 21.0 

1887 502,393,302 . 391,823,360 78.0 110,569,942 22.0 

1888 567,854,112 455,435,915 80.2 112,418,197 19.8 

1889 576,282,057 463,943,397 80.5 112,338,660 19.5 

1890 605,957,802 496,558,368 81.9 109,399,434 18.1 

1891 613,455,041 502,574,098 81.9 110,880,943 18.1 

1892 660,853,185 546,496,309 82.7 114,356,876 17.3 

1893 661,929,601 543,956,153 82.2 117,973,448 17.8 

1894 658,161,523 552,559,728 83.9 105,601,795 16.1 

1895 660,148,710 556,135,887 84.2 104,012,823 15.8 

1896 578,745,940 478,451,788 82.7 100,294,152 17.3 
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Pcrcentagea of Real Estate and Personalty to Total Assessment, 
1858-1908— Continued 

Total Assessed Per Cent Personal Per Cent 

Year Valuation Real Estate of Total Property of Total 

1897 590,587,395 484,974,679 82.1 105,612,716 17.9 

1898 599,596,091 489,803,334 81.7 109,792,757 18.3 

1899 606,626,348 492,275,174 81.1 114,351,174 18.9 

1900 609,655,094 489,213,453 80.2 120,441,641 19.8 

1901 623,953,341 493,150,570 79.0 130,802,771 21.0 

1902 784,894,824 647,654,760 82.5 137,240,064 17.5 

1903 811,156,007 654,426,011 80.7 156,729,996 19.3 

1904 870,644,924 701,209,048 80.5 169,435,876 19.5 

1905 878,507,065 708,304,220 80.6 170,202,845 19.4 

1906 943,044.326 753,585,056 79.9 189,459,270 20.1 

1907 1,074,593,576* 881,879,529* 82.1 192,714,047 17.9 

1908 1,090,684,936 897,641,617 82.3 193,043,319 17.7 

*$120,242,593 over 1906 value of real estate is due to the change made 
in vaUiation of mining property in St. Louis and Itasca counties 



PART II 

Percentages of Moneys and Credits to Total Personal Property Assess- 
ment, 1866-1908 



Total Assessment 
Year Personal Property 

1866 $18,811,802 

1868 25,769,945 

1870 26,118,210 

1872 29,104,496 

1874 53,170,028 

1880 66,245,688 

1882 79,219,445 

1884 93,686,027 

1886 101,662,285 

1887 110,569,942 

1888 112,418,197 

1889 112,338,660 

1890 109,399,434 

1891 110,880,943 

1892 114,356,876 

1893 117,973,448 

1894 105,601,795 

1895 104,012,823 

1896 100,294,152 

1897 105,612,716 

1898 109,792,757 

1899 114,351,174 

1900 120,441,641 

1901 130,802,771 

1902 137,240,064 

1903 156,729,996 

1904 169,435,876 

1905 170,202,845 

1906 189,459,270 

1907 192,714,047 

1908 193,043,319 



Moneys, Credits Per Cent 
and Securities of Total 



All Other Per- 
sonal Projierty 



$3,271,705 
3,697,635 
3,358,198 
4,077,170 
10,746,765 
14,971,064 
18,975,144 
25,301,527 
27,733,943 
31,955,640 
34,081,516 
32,780,693 
30,406,486 
30,891,868 
31,622,338 
31,624,671 
28,835,125 
26,728,343 
27.224,605 
23,899,216 
26,218,486 
25,687,147 
27,079,691 
28,630,464 
29,229,262 
37,367,590 
36,269,203 
41,562,033 
56,384,702 
51,676,123 
51,206,767 



17.4 
14.3 
12.9 
14.0 
20.2 
22.6 
24.0 
27.0 
27.3 
28.9 
30.3 
29.2 
27.8 
27.9 
27.6 
26.8 
27.3 
25.7 
27.1 
22.6 
23.9 
22.5 
22.5 
21.9 
21.3 
23.8 
21.4 
24.4 
29.8 
26.8 
26.5 



$15,540,097 

22,072,3.10 

22,760,012 

25,027,326 

42,423,263 

51,274,624 

60,244,301 

68,384,500 

73,928,342 

78,614,302 

78,336,681 

79,557,967 

78,992,948 

79,989,075 

82,734,538 

86,348,777 

76,766,670 

77,284,480 

73,068,547 

81,713,500 

83,574,271 

88,664,027 

93,361,950 

102,172,307 

108,010,802 

119,362,406 

133,166,673 

128,640,812 

133,074,568 

141,037,924 

141,836,552 



Per Cent 
of Total 

82.6 

85.7 
87.1 
86.0 
79.8 
77.4 
76.0 
73.0 
72.7 
71.1 
69.7 
70.8 
72.2 
72.1 
72.4 
73.2 
72.7- 
74.3 
72.9 
77.4 
76.1 
77.5 
77.5 
78.1 
78.7 
76.2 
78.6 
75.6 
70.2 
73.2 
73.5 
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Per Capita Assesssment 

In the last ten years the personal property returned by the as- 
sessors is about one-fifth of the total assessment, and the credits 
and moneys returned will average about one-fourth of the person- 
alty. This close approximation to a given proportion indicates 
hide bound methods of making assessments and the return of prac- 
tically the same amount of goods each year except as the aggregate 
is increased by the growth of population. Testing this statement 
by a comparison of per capita returns for assessments in the table 
given below, it will be found that the per capita assessment of 
personal property is no larger in 1905 than it was in 1880, tho 
the per capita total assessment grew from $343.91 in 1880 to $443.- 
71 in 1905. The per capita returns for credits in 1880 and 1905 
are practically the same, but less than they were in 1885 ^^^ 1890. 

Total Assessment, Real Estate and Personalty, per Capita, 1860-1905 

Per Capita Per Capita Per Capita Per Capita Per Capita 
Assessment Assessment Assessment Assessment Assessment 
Year Population of Total of of Total of Moneys, of Other 

Assessment Real Estate Personalty Credits, Personalty 

Securities 

1860 172,123 $212.94 $186.03 $26.89 

1870 439,706 212.37 152.97 59.37 $7.63 $51.76 

1880 780,773 343.91 259.06 84.84 19.17 65.67 

1885 1,117,798 370.67 283.60 87.07 - 23.18 63.87 

1890 1,301.826 465.90 381.86 84.03 23.35 60.67 

1895 1,574,619 419.21 353.16 66.05 16.98 49.08 

1900 1,7151,394 348.85 280.08 68.76 15.46 53.30 

1905 1,979,912 443.71 357.74 85.93 20.99 64.94 

While the per capita assessment of personal property in Minnesota 
goes no higher than $87.07, in 1885, the Massachusetts returns 
show largejr assessments, tho declining ones. 

Per Capita Assessment of Personal Property in Massachusetts 

1861 $249.86 

1870 354.14 

1880 265.62 

1890 247.43 

1905 236.98 

The answer to the question involved here, why does the Minne- 
sota personal assessment hold so steadily to a given proportion of 
the total asssessment, has already been hinted at. To put it more 
specifically, the assessors in Minnesota assess practically nothing 
but tangible property, and at average values and percentages deter- 
mined by boards of equalization rather than by the full value of 

T. c— 2. 
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the property. There is every reason to suppose that the personal 
property in Minnesota has grown, not only in the aggregate, but 
for the individual as well ; the figures, however, do not indicate the 
increase in personal property that would go with a state whose 
population has grown 153 per cent in twenty-five year?.* The cen- 
sus of the United States under date of 1904 credited Minnesota 
with $1,361,169,687 of personal property. Of this sum $592,796,- 
305 should be deducted as chargeable to electric light plants, street 
car companies, water power concerns, railroads, water and gas 
light plants. There is left as the personal property of the state 
$768,373,382, as comparable with the taxable personalty on the tax 
rolls. Undoubtedly this great sum is too low rather than too high. 

Percentage Increases in Assessment in Five Year Periods 

While the personal property assessment in Minnesota shows 
a remarkably steady adherence to a given percentage of the total as- 
sessment from year to year and approximates a rather general 
average per capita return for four out of eight five-year periods in 
the table above there is a great variation in the percentages of 
change in the total real and personal property assessments from 
one five-year period to another. The total assessment moves rapid- 
ly ahead during the period 1860-1875, and then succumbs to the 
depression of 1873 ^^^ ^^^7 slowly goes forward until 1895, when 
the aggregate for 1895- 1900 f^l^s below that of 1890-1895 by 
seven per cent. The increase since that date, while large as a per- 
centage, did not as an actual fact reach the figures of 1895 ^^^^1 
1902. Outside of the five-year periods 1860-1865 and 1875-1880, 
the real estate increase of assessment has been larger than that of 
personal property. 

Percentage Increase in Assessment and Population By Five Year Periods, 

1860-1907 





Total 


Real 


Personal 


Bonds, 


Other 




Period 


Assessment 


Estate 


Property 


Moneys, 
Credits 


Personal 
Property 


Population 


1860-1865 .. 


... 31.8% 


14.5% 


220.1% 






45.3% 


1865-1870 .. 


... 93.3 


107.0 


65.1 


*10.7% 


88.7% 


75.8 


1870-1875 .. 


...142.7 


158.4 


106.1 


270.5 


81.9 


35.9 


1875-1880 .. 


... 19.1 


17.1 


23.1 


20.3 


23.9 


30.7 


1880-1885 .. 


. . . 54.4 


56.8 


46.9 


73.2 


39.3 


42.7 


1885-1890 .. 


... 45.5 


55.8 


12.4 


17.3 


10.6 


16.5 


1890-1895 . . 


...8.9 ' 


11.9 


*4.9 


*12.1 


*2.2 


21.0 


1895-1900 .. 


... *7.6 


*12.0 


15.8 


1.3 


20.8 


11.2 


1900-1905 . . 


. .. 44.1 


44.8 


41.3 


53.5 


39.8 


13.0 


1905-1907 .. 


... 22.3 


24.5 


13.1 


24.3 


9.6 




♦Shows 


a decrease. 













MINNESOTA TAX COMMISSION 35 

The percentages of the first fifteen years given in the table 
above show something of a relation between the increase of person- 
al property assessed and the growth of population. In the period 
1900-1905 the marked increase in the percentage is due to the in- 
crease of assessments against special companies by the state board 
of equalization. Reading the table as it is printed, the fact which 
impresses one is not the increase in the percentages of assessments, 
but fheir irregularity, showing that no relation has existed, taking 
the state as a whole, between the assessments from one period to 
another, and that the totals of real values have practically been lost 
sight of as the assessments have been made when tested by a popu- 
lation or per capita wealth basis. This conclusion is further main- 
tained in what was called above a steady adherence to a given per- 
centage of the total assessment from year to year and the approxi- 
mation to a general per capita return. In fact, if the assessments 
were made according to law, the returns should show a marked 
increase in the per capita assessment and a gradual but marked in- 
crease in the percentages of growth from period to period. 

Burden of the Personal Property Tax 

Many statements have been made at various times regarding* 
the burden of the personal property tax. Without going into the 
question of what has been done in other states, a showing of assess- 
ments on different kinds of property with the percentage of the as- 
sessment to the whole in Minnesota will assist in answering the 
query made at the opening of this paragraph. The total assess- 
ment of personal property in 1907 was $192,714,047, not omitting 
the exemptions. Of this amount, live stock, agricultural imple- 
ments, goods and merchandise, manufacturers' tools and material, 
and household goods constitute 61.7 per cent of the entire personal 
property assessment. Financial returns, including money, credits, 
bank shares and bonds and stocks, amount to 26.8 per cent of the 
returns. If the assessment of bank shares is taken from the amount 
of the group the percentage is reduced to 17.35. P^^ ^^^^- These 
figures do not reveal the full facts, for when the aggregate of the 
assessment of financial returns is compared with agricultural imple- 
rnents, live stock and household goods, there is a balance in favor 
of these over the asssessment of credits, money, bank shares and 
bonds and stocks of more than $13,000,000. Referring again to 
the United States census of 1904, the estimated value of live stock 
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ASSESSORS' RETURNS FOR FINANCIAL CLASSES 

— k - 

19 20 21 

Moneys of Unin- Credits of Unin- Moneys Other 
Number corporated Banks, corporated Banks, Than of 

of Bankers, Brokers Bankers, Brokers Banks, Bank- 

Returns or Stock Job- or Stock Job- ers, Brokers 

bers bers or Stock Job- 

bers 

Minneapolis (261,974) 1,699 $109,680 $168,056 $2,899,943 

a. Corporations, etc. ... 938 66,205 102,725 2,484,295 

b. Estates 151 300 9,250 15,400 

c. Individuals 6i0 43,175 56,030 400.246 

♦Of the above total, 35 business organizations return $15,927,768. 

St. Paul (197.023) 870 25.185 11,015 134,850 

a. Corporations, etc 173 22,595 8,920 31,545 

b. Estates 164 23,675 

c. iTidividuals 533 2,590 2,095 79,630 

♦Of the above total, 6 banks and 1 corporation (street railway) return $6,650,574. 

Duluth (64,942) 279 18.590 11,220 204,042 

a. Corporations, etc.... 110 17,060 1,000 145,264 

b. Estates 1 1,000 

c. Individuals 168 1,530 10,220 57,778 

♦Of the above total, 4 banks and 1 corporation (street railway) return $1,767,051. 

Winona (20,334) 71 44,034 

a. Corporations ,etc 11 25.000 

b. Estates 15 9,134 

c. Individuals 45 9,900 

♦Of the above total, $564,020 by 5 banks, $79,500 by 4 corporations, $115,466 by 

Stillwater (12.435) 75 35 9.1-50 

• a. Corporations, etc 8 7.000 

b. Estates 8 1.450 

c. Individuals 59 35 700 

♦Of the above total, $462,883 was returned by 2 banks and 3 corporations. 

Mankato (10,996) 113 3,000 16,025 

a. Corporations, etc 16 2,000 

b. Estates 13 

c. Individuals 84 1,000 16.023 

♦Of the above total, $227,291 was returned by 5 banks and 1 estate ($30,000). 

St. Cloud (9,422) 102 13,790 13,290 6.155 

a. Corporations, etc 9 4,600 5,000 3,600 

b. Estates 5 

c. Individuals 88 9,190 

♦Of the above total, $127,180 was returned by 4 banks. 

Faribault (8,279) 64 30,734 

a. Corporations, etc 8 30,734 

b. Estates 

c. Individuals 56 

♦Of the above total, $394,835 is returned as folic 



Red Wing (8.149) 106 

a. Corporations, etc. . . 18 

b. Estates 5 

c. Individuals 85 

♦Of the above total, $345,326 is distributed as follows: 

Brainerd (8,133) 44 

a. Corporations, etc.... 5 

b. Estates 

c. Individuals 39 100 

♦Of the above total, $39,850 is returned by 2 banks. 



8,290 
cs. 


2,555 


650 


6,175 
800 


650 


5,375 


$30,900 by 2 


individuals; 


100 


24.837 
21,200 


100 


3,637 


$126,000 by 4 corporations; 




200 
100 
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FROM THE LARGER CITIES, 1907 



22 

Credits Other 

Than of Banks, 

Bankers, Brokers or 

Stock Jobbers 


23 

Bonds and 

Stocks Other 

Than Bank 

Stock 


24 

Shares of 
Bank 
Stock 


25 

Shares of 
Capital Stock of 
Companies Not of 
This State 


Total 


16,508,515 

2.284,535 

680,295 


$8,633,140 

8,449.185 

78,400 

105,555 

3,908,379 

3,785,954 

7,805 

114.620 

403.807 
164,413 

"'239,394 

60.590 
7,500 

48,090 
5.000 
4 individuals. 

127,050 

118,000 

1.250 

7,800 

2,756 
2,756 


$5,119,089 
5,118,889 


$41,150 
8,300 


•$23,479,620 

18,514,134 

783,645 

4,181,741 

•8.338.839 
7,163,914 


3,543,685 

1,230,480 
290,130 


200 

3.025,620 
3,024,770 


32,850 
3.310 


487,900 


""3,3i6 
11,390 


519 380 


452,450 

202,095 
129,545 


850 

1,626,377 
1,626,377 


665,'545 

•2,477.521 

2.083.659 

1,000 

392,862 

•945.195 
653.270 
149,990 




""n,396 
550 


72,550 




276,001 
56,750 


564,020 
564,020 


92,766 




126,485 




550 


141,935 


4 estates. $70,070 by 
46,724 


344,883 
344,883 


•527,842 


1,381 




471,264 


4,275 




6,975 


41,068 
96,386 






49,603 


197,291 
197.291 




♦315,458 


11,160 




213,207 


44,375 




44,375 


40,851 

30,263 
3,560 








57,876 


1.400 


117.580 
117,580 




•182 478 




134,340 


2,300 






2,300 


24,403 


1,400 
1,160 






45,838 


348.715 
278 991 


56,460 
45.710 


10 


•443,904 
356,235 










69,724 
$76,244 by 3. banks; $2 

149,538 


1.160 10,750 
77,691 by 1 corporation. 

3,500 223,508 
2.000 223,508 


10 


87,669 
•401,483 


108.555 
2,150 


• 


355,263 
2,150 


38,833 


1,500 
100 






44,070 


$219,325 by 3 banks. 
11,586 


39.850 
39,850 




•51,736 


1.100 




41,050 










10,486 


100 






10,686 
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in Minnesota was $126,353,319, as against an assessment of $36,- 
623,831, or 29 per cent of the value of live stock in the state re- 
ported by the census, which runs very close to estimates furnished 
the commission by county auditors. The household goods returned 
for asssessment average about $55 for each household in the state, 
estimating that there are about 400,000 families in Minnesota. 
The total deposits in national banks, state banks, trust companies 
and savings banks in 1907 amounted to $206,613,567. Under the 
law the deposits are 1-egarded as money; the return made for the 
whole state, including not only money on deposit but money on 
hand, was $7,902,331, or 3.8 per cent of deposits in banks. 

Groups of Personal Property, Showing Assessment and Percentage of 
Total Assessment, 1907 



Class 



Assessment 



Percentage 



Live stock and agricultural implements, 

Classes 1, 2, 3, 4, 11 $43,068,763 22.34 

Goods and merchandise. Class 16 29,975,551 15.55 

Manufacturers' tools, material and stock, 

Classes 17 and 18 24,253,790 12.59 

Credits, Classes 20 and 22 11,689,210 6.07 

Money, Classes 19 and 21 7,902,331 4.10 

Bank shares. Class 24 18,241,326 9.46 

Bonds and stocks. Classes 23 and 25 13,843,256 7.18 26.81 

Household goods, Classes 6, 8, 9, 10-A... 21,609,644 11.22 

Diamonds and jewelry. Classes 12 and 13. 640,238 .33 

Automobiles, vehicles, street cars, Class 5 7,094,635 3.70 

Dogs, Class 29 572,615 .29 

Miscellaneous, Classes 7, 10-B, 14, 15, 26, 

27, 28, 30 13,822,688 7.11 

$192,714,047 100.00% 



Failure to Assess Financial Items • 

The assessment lists of personal property show for 1907 the 
sum of $51,676,123 reported in what we know as the financial 
items of 19, 20, 21, 22, 23, 24 and 25, moneys, credits, bank shares, 
bonds and stocks. Of this sum $37,163,976 was listed from the ten 
largest cities and $14,512,147 from the remainder of the state; but 
more remarkable still is the fact that of the $51,676,123 some y^j 
corporations and banks returned $26,396,028. 
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The Conclusion from the Facts Set Forth in the Tables 

The conclusion to which all of the facts brought forth in the 
various tables trend is that the burden of the general property tax 
falls upon the real estate and the familiar every-day classes of 
property known to every one. The return of moneys to an amount 
less than four per cent of the deposits in banks is evidence of de- 
fects in the law and the method of making assessments. The law 
fails to distinguish between types and kinds of property, regarding 
them as alike, whether big or little, and whether income earners 
or unproductive; the assessment was wrong in method when in- 
augurated and has steadily grown more unsatisfactory as the ma- 
chinery of assessment has had to cope with larger and more diffi- 
cult problems. 

Development of Classes of Personal Property Assessed in 
Minnesota 

The scheme of taxing personal property in Minnesota is the 
familiar one of treating all such property alike regardless of dif- 
ferences in kind or the earning capacity of the property. The result 
has been that the assessor has listed the tangible property but has 
usually failed to get the intangible except in the case of local bank 
stocks, which are taxed at their source. In order to increase the 
efficiency of listing and at the same time enlarge the drag net, the 
number of items of personal property has been changed and ex- 
panded from year to year. The first abstract appearing in the 
auditor's report of 1866 disclosed fifteen items as follows: (i) 
horses, (2) cattle, (3) mules, (4)- sheep, (5) hogs, (6) carriages, 
(7) watches, (8) pianos, (9) merchandise, (10) manufactures, 
(11) money, credits and book accounts, (12) values belonging to 
bankers, brokers and stock jobbers, (13) bonds and stocks, (14) all 
items not included in foregoing, (15) value of improvements on 
homesteads. The following year national bank stocks were added 
as a 1 6th item. In 1868 number 14 was changed to 9 and 9 made 
10, and a general shifting of the following items one number for- 
ward. In 1870 number 15 was made to include national bank stocks 
and other banking capital, while number 16 was made to include 
acres claimed as homesteads. Two years later horse and cattle 
items were divided into sub-groups. The whole classification was 
overhauled and expanded in 1874 and increased to 30 items. Be- 
tween 1874 and 1885 a few minor changes were made in sub-divid- 
ing items r, 2 and 3. In 1885 items i and 3 were united into item 
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T, and dogs over six months old added as item 30. Item 5 was ex- 
panded in 1895 t^ include wagons, carriages, bicycles and sleighs, 
and in 1903 item i was expanded to include fine blooded horses 
and the present form of numbers 5, 10 and 11 created, and during 
the period, a few minor changes w^ere made. In 1906 number 16 
was made as it now stands and in 1907 number 17 changed to its 
present form, and item 26 divided, separating saloons from eating 
houses. The schedule of personal property today, changed slightly 
from the items of 1906, consists of thirty items and twenty-five 
subdivisions, a total of forty-seven entries, as follows: 

1. Horses, Mules and Asses: A. One year old, B. Two 
years old, C. Three years old and over, D. Stallions, fine bred 
mares and race horses. 

2. Cattle: A. One year old, B. Two years old, C. Cows, 
D. Working oxen, E. All other cattle three years old and over. 

3. Sheep. 

4. Hogs. 

5. Wagons, carriages, sleighs, bicycles and other vehicles: 
A. Wagons, carriages, sleighs and bicycles, B. Automobiles and 
other power vehicles, C. Street railway cars. 

6. Sewing and knitting machines. 

7. Watches and clocks. 

8. Melodeons and organs. 

9. Piano fortes. 

10. Household and office furniture : A. Household goods and 
wearing apparel, B. Office furniture. 

11. Agricultural tools, implements and machinery : A. Farm 
tools, implements and machinery, B. Threshing machines and en- 
gines. 

12. Gold and silver plate and plated ware. 

13. Diamonds and jewelry. 

14. Franchises, annuities, royalties, patent rights. 

15. Steamboats, sailing vessels, barges and other water craft. 

16. Goods and merchandise of merchants : A. Of whole- 
sale merchants, B. Of retail merchants. 

17. Material and manufactured articles of manufacturers; 
A. Logs, lumber, lath and shingles in hands of manufacturer, B. 
Logs, lumber, lath and shingles in hands of retailers, C. Wheat 
and flour in hands of manufacturer, D. Wheat and flour in hands 
of retailers, E. Other manufacturers' materials and manufactured 
articles. 
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i8. Manufacturers' tools, implements and machinery, includ- 
ing engines and boilers. 

19. Moneys of unincorporated banks, bankers, brokers or 
stock jobbers. 

20. Credits of unincorporated banks, bankers, brokers or 
stock jobbers. 

21. Moneys other than of banks, brokers or stock jobbers. 

22. Credits other than of banks, bankers, brokers or stock 
jobbers. 

23. Bonds and stocks other than bank stock. 

24. Shares of bank stock. 

25. Shares of capital stock of companies not of this state. 

26. Saloons and eating houses, including billiard tables, etc. : 
A. Stock and furniture of saloons and sample rooms, B. Stock 
and furniture of billiard rooms, eating houses, etc. 

27. Elevators, warehouses and other improvements on lands 
the title to which is vested in any railroad company. 

28. Improvements on lands held under laws of the United 
States. 

29. Dogs over six months old. 

30. All other property not included in the preceding items. 

The Nature of Personal Property as an Object of Taxation 

Whenever the taxing authorities have felt that certain kinds 
of property have been omitted from the list, the policy has been to 
expand the list, hoping in that way to keep the matter before the 
assessor. This was in line with the law of the state which requires 
all valuable property (wnth certain exceptions) to be listed for tax- 
ation, but it overlooked the essential fact that property taxed on 
the basis of values without some reference to earning power would 
result in inequality. Personal property is not homogeneous; real 
estate is, and the reason for the success of the real estate tax lies 
in this fact. The supposition is that a tax on property calls for in- 
come and that there is some relation between income and the tax. 
Money and tools are esseatially different in many ways, yet the 
value of the two and the tax upon them are determined in the same 
way. If the comparison may be carried further, the value of a 
stock of goods and the income from their sales have no relation 
as measured in a given percentage, yet stocks of goods are valued 
by the assessor as so much wealth without regard to the income 
from them. A more pronounced example of the lack of harmony 
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running thru the personal property list is found in the case of 
household goods. Here again the value is fixed by what they will 
bring rather than by what they earn — a difficult matter to deter- 
mine, in any case. In a simple society, where but few kinds of 
goods existed, there was little difficulty in their classification; with 
the effort to force all property into some item great confusion re- 
sults, with returns that are almost farcical when looked at in the 
light of sober reason. The first plank of the National Tax Associa- 
tion well summarizes this situation when it says : "The attempt to 
tax all classes of property in the same way and at the same rate 
produces gross injustice." 

Methods of Taxing Personal Property 

Despite the showing made of the inadequate returns of the 
personal^property tax even under coercion, there are men who be- 
lieve the general property tax law can be enforced and who call 
for more stringent methods, asking that men be punished by im- 
prisonment and confiscation of their property for falsification of 
returns. While it is not generally known, Minnesota has a law 
on the statute books which is severe, yet it seems to have had prac- 
tically no effect in securing better enforcement of the law regard- 
ing assessment returns. The law reads as follows : 

Every person who, in making any statement, oral or written, which is re- 
quired or authorized by law to be made as a basis of imposing or reducing 
any tax or assessment, who shall wilfully make any statement as to any 
material matter which he knows to be false, shall be guilty of a gross mis- 
demeanor. (Section 5033, Revised Laws of 1905.) 

Whoever shall be convicted of a gross misdemeanor for which no punish- 
ment is prescribed by any statute in force at the time «f conviction and 
sentence shall be punished by imprisonment in the county jail for not more 
than one year, or by fine of not more than one thousand dollars. (Section 
4764, Revised Laws of 1905). 

Attempts to Secure Full Assessments 

Ohio and Iowa have resorted to tax ferrets to get at their hid- 
den personal property. Such officers were given large rewards in 
return for discovery of property upon which back taxes could be 
collected. The result was unsatisfactory, forcing men to leave the 
state, and reducing rather than increasing the amounts of property 
on the personal property rolls. 

The signers of a supplemental report made by the New York 

special tax commission in 1907, stated that: 

Every possible attempt has been made to enforce the personal property 
tax. We have had lenient measures and listing bills; self-assessments and 
official assessments, "tax inquisitors" and "tax ferrets." We have had taxa- 
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tion of debts and exemption of debts. *** We, therefore, brush aside as 
undeserving of any serious consideration, the proposition to remedy the 
present evils of personal property taxation, by attempting to make the law 
more rigorous. What has been tried so often and always^ so unsuccessfully 
everywhere else will not succeed here. 

The Massachusetts tax commission of 1907 had this to say 

about the Ohio laws : 

It will be seen that the law makers of Ohio have about exhausted human 
ingenuity in inventing drastic methods of securing the disclosure of personal 
property. The only known expedient which they seem to have overlooked 
is the use of torture, which was employed in the Roman Empire to force 
reluctant tax payers to disclose their personal estates. What has been the 
result of the drastic measures which Ohio has seen fit to employ? From 
the reports of the State Auditor we learn that in 1870 personal property, 
including, according to the Ohio classification, the property of railroads 
and some other corporations, amounted to 38 per cent of the total property 
assessed for taxation; in 1905 it amounted to 31 per cent; so that in Ohio, 
as elsewhere, an increasing proportion of the burden of taxatipn has fallen 
upon real estate. 

Ezeinption of Intangible Wealth 

A second group of critics and advocates recognize the defects 
of the personal property tax and feel that it cannot be enforced 
when in direct opposition to economic law. They therefore call 
upon the legislatures to abolish all taxes on credits and intangibles 
and to establish a system of franchise, gross earnings, habitation 
and license taxes in lieu of the one now so generally existent. Their 
argument for the exemption of credits, moneys and other so-called 
intangibles is the familiar one that personal property, if returned 
for taxation at the regular tax rate and the cash value of the prop- 
erty, may pay a tax equal to one-third or one-half of the income. 
In addition, the point is made that promissory notes, bonds and 
obligations of different kinds are not tangible, but have their being 
thru the ownership of existent tangible property; in other words 
that credits, not being property, their taxation, if permitted, would 
result in double taxation. 

Much of this contention can ht admitted, yet the courts have 
repeatedly held that credits are property subject to taxation. To 
the average man, a security, be it bond or stock, mortgage of mere 
credit, is a demand for purchasing power which men seek and prize 
highly. In the opinion of the community the man who owns secur- 
ities and receives an income from them because of his ownership, 
ought to share in the burdens of the community by paying some- 
thing in the form of taxes. No one denies this proposition ; the ad- 
vocate of the personal property tax insists he shall do it directly, 
while the contender for no tax on credits and securities maintains 
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that he does it indirectly, the whole matter being a question of 
economic adjustment. To add taxes means higher rates of inter- 
est, which the borrower must always pay, not the man who lends. 

Compromise Plan in Pennsylvania and Maryland 

Between the two positions described above is a third, which 
recognizes something of the contention of both by taking what is 
essentially a compromise position. Income, rather than the value 
of what is taxed, is the keynote to the third view of the personal 
property tax. The procedure from this view point is, briefly: to 
exempt from taxation some tangible property in the form of house- 
hold goods, live stock and mechanics' tools, and to place upon 
credits, stocks, bonds, moneys, mortgages and promissory notes z 
moderate tax which will not be confiscatory, but eminently fair. 
In two states this method of taxation has been tried, with results 
that stand out in marked contrast to those attained in the states 
using the personal property tax. In Pennsylvania the assessment 
of intangibles reached in 1907 the enormous sum of $1,014,000,000. 
In Maryland, the assessors of the city of Baltimore alone secured 
an asssessment of $150,000,000 upon intangibles in the same year. 
So impressed was the special tax commission of Massachusetts, 
1907, that it recommended to the legislature the passage of a similar 
law, afterwards adjudged unconstitutional. 

The rates of both laws are too high to produce the best results. 
In Pennsylvania the rate is 4 mills, in Maryland, 4.6 mills. Ac- 
cording to the Massachusetts commission, better results would be 
obtained by a 3 mill rate than by the higher ones used in Pennsyl- 
vania and Maryland. When compared with incomes of 4, 5 and 
6 per cent, the 3 mill rate bears the relation of 8, 6 and 5 per cent, 
which is all the tax a property of any kind ought to bear. 

The Situation in Minnesota 

Under the tax provisions of the Minnesota law, an act such as 
suggested by the Massachusetts commission w^ould require some 
distinctions as to what intangibles should be taxed at the 3 mill 
rate, and what securities, because of the existent provisions of 
the law, should be exempted. The statement can best be made in 
the form of a schedule : 

Intangible Property Subject to Three Mill Tax 

1. Shares of foreign corporations. 

2. Bonds of all corporations not secured under registered 
mortgages. 
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3. Moneys in bank. 

4. Notes and obligations not secured under registered mort- 
gage. 

5. Municipal bonds. 

6. Land contracts. 

Intangible Property Not Subject to Three Mill Tax 

1. Shares of domestic banks. 

2. Shares of domestic corporations whose property is other- 
wise taxed in this state. 

3. Mortgages under registration. 

4. Shares of railroads located in Minnesota. 

The property exempted as scheduled above is taxed in Minne- 
sota by special provisions of the law which have proved fairly ac- 
ceptable and ought not to be disturbed. Thus banks pay at the 
local rate of taxation upon their values, domestic corporations sup- 
posedly pay on the basis of their book value, mortgages under 
registry act of 1907 are specifically exempt, and the same may be 
said of the shares of railroads located in the state, upon whose 
gross receipts a four per cent tax is levied. There remain subject 
to the personal property assessment the items of intangible property 
enumerated above and the tangible properties in the form of live 
stock, household and office furniture and goods, machinery, mater- 
ials, vehicles, vessels, tools, stocks of goods, jewelry, plate and 
dogs. The total personal property assessment for 1907 was $192,- 
714,047. As stated before, the intangibles, including bank shares, 
corporation shares, money and credits, were but 26.8 per cent of the 
whole, leaving the tangibles to bear the larger share of the tax. 
Under the Pennsylvania system the intangibles would pay a much 
larger proportion of the tax than they do now, and the serious 
problem of emigration to favored towns would be solved when a 
flat rate upon such properties prevailed thruout the state. The 
division of the tax between the state and the locality might well be 
made on the basis of one-third to the state, one-third to the county, 
and one third to the local government, or any other division that 
might be considered equitable. 

The Exemption of Tangible 'Property 

While the discussion above as presented by the advocates of 
the compromise plan of taxing personal property practically solves 
the taxation of intangibles, there still remains the question of the 
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taxation of the ordinary possessions of man. Under the Massa- 
chusetts law a liberal exemption on household goods, live stock and 
mechanics' tools, coupled with an assessment based on income, 
meets some of the difficulties that arise in making a personal prop- 
erty assessment. The law exempts $i,ooo of household goods, me- 
chanics' tools to the extent of $300, wearing apparel, farming tools, 
mules, cattle and horses less than one year old, and sheep and hogs 
less than six months. Incomes, however, over $2,000 are taxed as 
additional personal property, but in so far as the income is derived 
from sources already taxed, it is exempt. WhiJe the broad exemp- 
tions are desirable in Massachusetts, it is a question how far such 
sweeping releases from taxation could be accomplished in Minn- 
esota. This much is certain, that the exemption of $100 now made 
should be specific, applying to household goods, domestic animals 
and mechanics' tools, rather than to the total assessment. If this 
were done, much of the shifting of exemptions would be stopped. 

The assessment of stocks of merchandise has always been ac- 
companied by uncertainty of return and' great variation of assess- 
ment, resulting in inequality of tax payment. The Pennsylvania 
law commutes the personal property tax of merchants, retail and 
vv^holesale, by placing a fixed rate upon their gross sales for the 
previous year. As a method of taxation it has the advantage of 
easily adjusting the taxes paid by merchants. The rate varies for 
the retail and wholesale businesses. The Pennsylvania rates of 
one-half mill for wholesalers and one mill for retailers are too low, 
when a comparison of tax payments is made with other enterprises. 
The rates should be in the neighborhood of 5 mills for retailers 
and 3 mills for wholesalers. The law in Pennsylvania is regarded 
as satisfactory, tho requiring vigilance and intelligent co-operation . 
on the part of the officers of the law. The division of such a tax 
could be made on the basis of the proportion of the state tax to the 
total levy, or by an arbitrary division created by law. 

The purpose of this chapter has not been to make recommenda- 
tions for the change in the Minnesota law taxing personalty, but 
rather to show the results of the personal property tax in the state 
and to point out in the course of the discussion what has been ac- 
complished elsewhere. The methods of dealing with the question 
certainly point to ways out of the difficulty and to a much better sys- 
tem than that now in vogue. Definite recommendations are de- 
ferred to the latter part of the report and until the general situa- 
tion in Minnesota can be adequately investigated and presented. 
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CHAPTER IV 

REAL ESTATE VALUATION AND ASSESSMENT 

What is known as real property bears the larger share of the 
public burdens in Minnesota. Of the $30,000,000 contributed to the 
support of the local and state governments in 1907 the railroads 
paid about $3,000,000, real estate $22,904,338 and personal prop- 
erty '$4,257,815. The assessment of 1908 shows $897,641,617 of 
real estate and $193,043,319 of personal property. The real estate 
value is over four and one-half times that of the personal prop- 
erty. It is important, therefore, to know how evenly the burden, 
since it falls on the real estate, is distributed on different parcels 
of real estate and betw^een the counties and cities of the state. 

Investigation of Real Estate Values 

At the very beginning of its history the tax commission began 
the investigation of real estate values and their assessment. The 
niethod chosen to disclose this information was one used by the 
Wisconsin and Michigan tax commissions and by various special 
commissions appointed by mayors and city councils to work out the 
relation of assessment to real value. In contrast with the guessing 
methods in vogue in the assessment of real estate, this method was 
a marked advance toward greater accuracy. That such accuracy 
is needed when the essential importance of the proper valuing of 
real estate is understood will be readily conceded. The state board 
of equalization was intrusted with the important duty of properly 
equalizing the assessed real estate valuations between the several 
counties of the state, and in the case of county boards, as between 
the subdivisions of the county. "It is hopeless to expect that ag- 
gregate real estate valuations as between the several counties or as 
between the minor subdivisions within the county can be equalized 
at a substantially uniform percentage of true value unless and until 
some reasonably accurate process is employed for the determination 
of the full true value."* It was just this object the commission de- 
sired to attain in its investigation of real estate values in Minnesota. 

The Sales Method 

The method used is what is called the sales method. To put it 
briefly, the sales of property in a district are compared with the as- 

♦Proceedings of Minnesota Academy of Social Sciences, 1907, p. 60. 
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sessments standing on the books against the properties. The con- 
siderations of the sales in the district are then added together and 
compared with the total assessments made against the properties 
sold ; the percentage of true value to assessed value is then secured 
by dividing the assessed value by the total sale price of the prop- 
erties sold. In other words, the percentage referred to above equals 
the total assessed value of the property sold divided by the total 
price of ihe property sold. By dividing lOO, the percentage of full 
value, by the percentage of assessment to sales value we get the 
ratio, or number of times the true value of the property is greater 
than the assessed value. By applying this ratio to the total assess- 
ment of all real property in the district, the full true value of the 
real estate in that district can be secured. An example of the pro- 
cedure is given below : Total assessment of real estate multiplied 
by the ratio secured by the method described above equals full true 
value of real estate in the district. 

To put it specifically, in Aitkin county there were 128 sales 
in the five-year period 1902-1907, aggregating $83,563, against 
which the assessors had made an assessment of $33,492. The per- 
centage of assessed value to sales value, or price received for the 
properties, was 40.08 per cent, the assessment, $4,209,885. It is 
apparent that if the property is assessed at 40.08 per cent of its 
value, then the actual value of real estate in the county must be 
nearly two and one-half times the assessment. The ratio is se- 
cured as follows : 

100 -^ 40.08 = 2.49s 

Applying the ratio 2.495 ^^ ^^e assessed value, $4,209,885, the full 
value of real estate in Aitkin county is shown to be, in round num- 
bers, $10,504,000. 

The knowledge that the true value of real estate in a county is 
a given sum fairly ascertainable makes the problem of equalization 
much easier and the object of equalization more obtainable. For 
the first time in the history of taxation in this state, such informa- 
tion was available for use in 1908. 

Precautions to Avoid Errors 

Every available precaution was taken by the commission to 
avoid errors and to secure accuracy. Field men were sent to each 
county to make a transcript of sales as shown by warranty deeds 
on record in the office of the register of deeds. They were in- 
structed to enter each sale transfer during the period May i, 1902, 
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to April 30, 1907, upon a separate card, together with the assess- 
ments made against the property for the years 1902, 1904, 1906. 
In the three larger counties, Hennepin, Ramsey and St. Louis, ev- 
ery transfer by warranty deed was taken, but in the rest of the state, 
due to the commission's lack of funds, sales occurring in certain 
months only were recorded. The attempt was made in the five- 
year period to secure a record of sales for a full year by the ar- 
rangement noted below : 

1902 May and June 1905 November and December 

1903 July and August 1906 January and February 

1904 September and October 1907 March and April 

In order to avoid the possibility of injustice the field men were 
instructed to reject sales where the consideration named in the deed 
was manifestly fictitious. A further check upon these records was 
had by passing them thru a rigid inspection before tabulation. The 
inspection consisted in comparing assessments with the price paid 
for the property and the value of improvements. When the work 
of tabulation was entered upon, tlie cominission felt that the sale 
cards were approximately correct. The work done, whatever the 
deficiencies in method, measured the value of real property in every 
county and city by the same measure. While by the very nature 
of things there can be no absolute conclusion for any county regard- 
ing its real estate values, nevertheless the commission has in these 
figures the most accurate information and the best method yet de- 
vised to get at the value of real property. 

Tabulation of Results 

The tabulation was first made for each assessment district, then 
for the counties, and finally for the state. Two methods were fol- 
lowed, one using the assessment of the year of sales, and the 
other using the average assessment for the years 1902, 1904 and 
1906. In some of the assessment districts the number of sales 
was too small to make it possible to use the sales with accuracy, but 
for the great majority of the districts and especially for the larger 
places and the counties the results were usable and more nearly 
showed the true state of the assessments than any set of figures 
yet compiled in the state. When the work was completed, 53,010 
sales had been recorded at a value of $98,647,719. The assess- 
ments upon the same property aggregated $42,892,017, making the 
ratio of aSvSessment to true value in Minnesota 43.48 per cent. Ex- 
cluding the larger cities, the assessment in the state is 33.67 per 
cent of full value. 
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Investigation Report of Realty Sales for 1902-1907 

Showing Number of Transfers Taken, Total Consideration, Assessed Value Year 
of Sale, Percentage of Assessed Value to True Value, and Total True Value as 
Shown by the Commission's I;Qvestigations. 
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956,494 
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25,053.000 


314 
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Aitkin 

Anoka 

Becker 

Beltrami 

Benton 

Big Stone . . . 
Blue Earth . 

Brown 

Carlton 

Carver 

Cass 

Chippewa . . . 

Chisago 

Clay 

Clearwater . . 
Cook ...:....' 
Cottonwood . 
Crow Wing . 

Dakota 

Dodge 

Douglas 

Faribault . . . . 

Fillmore 

Freeborn 

Goodhue 

Grant 

Hennepin' 

Houston 

Hubbard 

Isanti 

Itasca 

Jackson 

Kanabec .... 
Kandiyohi . . . 

Kittson 

Koochichfng . 
Lac qui Parle 

Lake 

Le Sueur 

Lincoln 

Lyon 

McLeod 

Mahnomen . . 

Marshall 

Martin 

Meeker 

Mille Lacs . . 

Morrison 

Mower 

Murray 

Nicollet 

Nobles 

Norman 

Olmsted 

Otter Tail ... 

Pine 

Pipestone . . . 

Polk 

Pope 

Ramsey 

Red Lake . . . 

Redwood 

Renville 

Rice 

Rock 

Roseau 

St. Louis . . . 

Scott 

Sherburne . . . 

Sibley 

Steams 
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County 



No. of 



iCon- 
sidered 



Consider- 
ation 



Assessed 
Valuation 
on Sales 
Year of 
Transfer 



Ratio 
Assessed 
Valuation 

Year of 
Transfer 

to Con- 
sideration 



Total Value 
of Real Estate 
as shown by 
Clommission's 
Investigation 



144 
77 
174 
272 
140 
216 
817 
140 
167 
165 
300 
183 
141 
180 



321,020 
235,916 
352,771 
246,197 
440,590 
397,938 
866,993 
342,697 
175,297 
535.009 
1,056,334 
376,046 
236,662 
586.502 



107,196 

73,602 
103,231 

96,832 
124,776 
140,090 
372,978 
107,343 

79.592 
169,941 
316,624 
141,382 

73,687 
182,865 



33.392 
31.199 
29.263 
39.331 
28.320 
35.204 
43.020 
31.323 
45.404 
31.764 
29.974 
37.597 
31.136 
31.179 



16,403,000 
12,023,000 
14,768,000 
12,931,000 
12,804,000 
14,642,000 
5,145,000 
14,191,000 
16,430,000 
14,351,000 
16,505,000 
27,267,000 
18,118,000 
19,850,000 



Steele 

Stevens 

Swift 

Todd 

Traverse 

Wabasha 

Wadena 

Waseca 

Washington 

Watonwan 

Wilkin 

Winona 

Wright 

Yellow Medicine 

Total I 53,010| 198,647,719 $42,892,017| 43.4801 11,963,957,590 

♦Koochiching county included with Itasca county to 1907. 

♦Mahnomen county included with Norman county to 1907. 

fRatio of assessed value to true value for state outside of St. Paul, Minneapolis 
and Duluth, 33.6799S>. 

Conclusion from the Facts of the Table 

An examination of the table shows a number of interesting 
facts. In the first place, the aggregate value of real estate in Min- 
nesota, $7,963,957,590 (property exempt not being included), is 
close to the estimate made by the United States census bureau in 
1904, $1,859,642,405. While this is not proof of the accuracy of 
the commission's results, it is corroborative of the census estimate. 
In the second instance, the table shows a considerable variance in 
the ratio of assessment prevailing in the counties, from 24.2 per 
cent in the lowest county to 60.06 per cent in the highest. There 
are instances in some of the cities where the assessment in a platted 
addition runs as high as 214 per cent of the sales price, but for an 
entire county the highest assessment ratio is 60.06 per cent. An 
examination of the map of the state indicates a geographical divi- 
sion of the assessment ratio. In the river counties from Ramsey 
county down the ratio is in the neighborhood of 35 per cent. 
Along the southern border it is 32 per cent, on the western border 
as far north as Big Stone county the average ranges about 27 per 
cent. In the center of the state, with an occasional exception, the 
percentage is about 33 per cent. As you go north the ratio in- 
creases until in Koochiching it is 43 and in Beltrami 55 per cent. 
In the whole state, thir-teen counties are assessed above the average 
ratio and the other seventy-two below it; thirty-one counties are 
assessed between 30 and 33 per cent. The inequality of assess- 
ment is apparent to all. The equalization attempted in 1902, 1904 
and 1906 did not result in any particular modification of the dif- 
ferences referred to above for the reason that the equalization did 
not go back to the fundamental question of values. 
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Map Showing Percentages of Assessed to True Value of Real Estate by 

Counties 
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Variations in Assessment 

The inequalities in the assessment of real estate belong to five 
distinct groups: 

1 . Inequalities existing between districts 

2. Inequalities between rural and city property 

3. Difference between assessments of lands and improvements 

4. Variances in assessment between improved lands and wild 
lands 

5. Inequalities between individual parcels of land 

1. Inequalities Between Districts 

For forty years the state board of equalization has struggled 
to correct the differences in assessment so clearly shown in the table 
and map, but without materially changing the situation, since the 
conditions are against them. The existence of a state tax makes 
every locality a defendant anxious to secure any advantage with- 
out much regard to the effects upon others, while a county tax has 
the same influence upon the attitude of the towns and villages in 
the county. It is inherent in the system, and upheld by public 
opinion.. The only remedy is uniform assessment, which is hardly 
securable where a large number of persons make the assessment. 
Uniform assessment cannot be brought about by guess work, but 
only thru adherence to fixed standards of value determined by law 
and supported by full knowledge of values in the district. The 
method of equalizing now in vogue tends to punish either the tax 
payer or the assessor. If a flat raise is made it applies generally 
without regard to the assessment of individuals; if the assessment 
is reduced, it is notice to the assessor that he has placed too heavy 
a burden upon the community. In either event, the original in- 
equality is left untouched. 

2. Inequalities Between Rural and City Property 

The values assessed against property in the cities have as a 
usual thing been higher than those assessed in the country. Four 
reasons exist for this state of aftairs : one, because the cities, need- 
ing large sums of money, raise the valuation to increase the rev- 
enue; a second, because it is impossible to apply an average for 
land or for much of the personal property belonging to citizens liv- 
.ing in municipalities: the assessor is forced to view the property 
and in consequence his valuation is pretty sure to be higher than the 
averages arrived at in the country. Since the assessor in the city 
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does not use full value as a basis of assessment, his returns will show 
great irregularities as compared to returns secured by the use "of 
acreage averages for assessments in the country. Again, it is gen- 
erally recognized that a goodly portion of the personal property is 
listed in the rural districts and goes untouched in the cities. To 
these reasons may be added a fourth, that on the basis of income 
actually earned, agriculture pays a heavier tax than the manufac- 
turing and commercial enterprises. In the boards of equalization, 
the country districts have tried to protect themselves by keeping 
down the percentage of assessment on real estate as low as possible 
as an offset against the escape of personal property in the cities. 
The result has been that the percentages of assessment vary with 
the location and influence of the county, as shown in the table and 
map. 

The special commission on revenue and taxation of 1906 ap- 
pointed by the governor of California declared that the percentage 
of taxes to the gross products for manufactures in that state was 
.346, or about one-third of one per cent ; for agriculture the relation 
of taxes to total product was 6.86 per cent. On the net product of 
manufactures the commission found the relation of taxes to be 2.01 
per cent, and for agriculture 9.88 per cent. The basis of these fig- 
ures is the United States census of 1900. Applying the same meth- 
ods and the same data to Minnesota, a somewhat different result is 
obtained. Expressed in the terms of product, the percentages of 
taxes to the returns secured from manufacturing and agriculture 
are as follows : 

Taxes to Gross Product — Manufacturing .3223% 

Agri culture 4. 7200 % 

Taxes to Net Product — Manufacturing 2.0480% 

Agriculture 6.8850% 



Table Showing Comparison of Aggregates and Percentages of Investments 
in Manufactures and Agriculture in Minnesota 

Aggregates Percentages 



Capital Items Manufactures Agriculture Manufactures Agriculture 



Land $29,548,954 $559,301,900 

Buildings 19,850,136 110,220,415 

Machinery 37,953,943 30,099.230 

Other assets 78,479,213 89.063,097 



17.810 


70.90 


11.980 


13.97 


22.886 


3.83 


47.324 


11.30 



Total capital $165,832,246 $788,684,642 100.000 100.00 
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The assessed value of manufactures was $32,509,514 and of 
agriculture $299,567,765. Reduced to percentages, the relation of 
the assessment of manufactures to capital was 19.6 per cent, and of 
agriculture 37,9 per cent. The manufactures paid $846,570 in 
taxes and agriculture $7,609,021 ; in other words, .51 per cent and 
.96 per cent, respectively, of their capital values. The gross prod- 
uct of the manufacturers of the state amounted to $262,655,881, or 
158.3 per cent of the capital invested in manufactures, and the agri- 
cultural product was $161,217,304, or 20.4 per cent of the capital 
invested. In the case of the net product, the manufactures' of the 
state earned $41,318,363, or 24.9 per cent on their capital, and agri- 
cultural interests $111,050,884, or 14.08 per cent. 

Manufacturers pay a little more- than 2 per cent on their net 
product, and farmers pay more than 31/3 times as much when 
measured on the same basis ; and on the basis of gross product the 
farmer pays more than 11^ times the amount turned in by the 
manufacturer for taxes. On a net income basis the manufacturer 
pays 2 per cent of it for taxes, but the farmer pays nearly 7 per 
cent of his net income, which includes the benefits he receives from 
his garden, poultry, etc. And, further, the farmer's net income in- 
cludes his reward for management as well as interest return. These 
items make the difference still more marked. 

These are eloquent figures. While the commission is not 
ready to accept tliem in their full meaning as conclusive, they do 
show clearly the general situation. In order that there may be no 
injustice in so important a question as to the identity of the group 
which bears the heaviest burden of the tax, the commission is en- 
gaged in working out the same problem from the individual side. 
In other words, instead of approaching the question from the point 
of view of aggregates, it is proposed to collect data from individual 
farmers and manufacturers and find out what the relation between 
taxes and products is in given districts as shown by the experience 
of individual tax payers. 

A comparison of assessments on real estate values made in 
cities and country districts shows a higher percentage in the cities. 
In Duluth, the assessment ratio is 44.44 per cent, in the district 
outside of Duluth in St. Louis county the assessment runs 34.23 per 
cent. These percentages are not based on the increase of assess- 
ment against the operating iron mines and lands known to contain 
iron ore in St. Louis county. For Minneapolis the ratio is 53.685, 
for St. Paul 57.55, for Winona 47.75, and for Stillwater 63.9 per 
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cent. In the districts outside of the cities: for Hennepin county 
the ratios are 39.32, for Ramsey county 57.76, for Winona county 
31.43, and for Washington county 38.71, and for the whole state 
outside of Duluth, Minneapolis and St. Paul the assessment is 33.67 
per cent of the true value. The result of this situation appears in 
the payment of state taxes by the different cities and counties. As 
shown above, the assessment of town and county properties on the 
same basis produces inequality if made at thd same percentage when 
income is the means of comparison, and it is not unfair to say that 
the same basis of assessment cannot be used if equality is to be 
secured. 

3. DifiFerences Between Assessments of Land and Improvements 

A aistom has been developed in the state of assessing lands and 
improvements at different percentages of actual value. Especially 
is this true in the newer parts of the state. The argument has been 
made that a heavy assessment is a fine on improvements. Improve- 
ment should be encouraged, but it is against the law to assess land 
on one basis and improvements on another. Such action increases 
the inequalities between districts. At the meetings of assessors in 
the different counties various agreements were made. Thus in 
Clay county lands were to be assessed at 33 1/3 per cent of their 
value and improvements at 25 per cent; in Chisago county lands 
were to be assessed at $3 to $5.50 per acre and improvements at 50 
per cent; in Jackson county the agreement was, at an average of 
$13 per acre for lands and 40 per cent of value on improvements. 
Other instances might be cited, but these are sufficient to show that 
well improved sections in some of the counties are assessed less on 
their improvements than on their land. Here again a policy has 
been worked into the assessment system because of a desire to favor 
certain types of property on the ground that a rough justice re- 
quires such an adjustment, but the outcome is inequality and viola- 
tion not only of the full value clause of the law, which is not en- 
forced, but of the other requirement epitomized in the phrase "uni- 
form and equal. *' 

4. Variances in Assessment Between Improved and Wild Lands 

The question suggested in the heading above brings forth 
heated argument whenever it is debated. In the older counties the 
relation between the two has been pretty well defined, both on ac- 
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count of the policy adopted and because the amount of wild land 
is limited. In the northern counties the assessment of wild lands 
is an important matter, since the burden of taxation may be shifted 
one way or the other, depending upon the assessment of wild lands. 
It has been customary in some of the counties to assess wild land 
at so much per acre regardless of its location or availability as agri- 
cultural land. In consequence, acreage twenty miles^from the rail- 
road is assessed at the same figure as land much nearer and re- 
latively more valuable. The object in the flat assessment is to 
avoid the necessity of inspection by an assessor — the expense of 
such labor would fall on the county in unorganized townships — 
and to shift the burden of the tax upon the land held by the specu- 
lators. In the opinion of the actual settler the speculator retards 
rather than builds up the country, since he puts no labor and very 
little capital into improvements. . Tested by values, injustice and 
inequality result, but the object sought has been obtained. 

5. Inequalities Between Individual Parcels of Land 

The discussion of inequalities between individual parcels of 
land resolves itself into the consideration of the shortcomings of 
local assessors. In different parts of the state great variances will 
be found in the assessments, running from 5 per cent of true value 
to 300 per cent. This discrepancy has been known to occur in the 
same addition in a town or village. Such a condition in the real 
estate assessment may be attributed to carelessness, to failure to 
use maps in the valuing and comparison of properties, to mere guess 
work, and to the copying of old assessment rolls from year to year. 
When spread over an addition or assessment district the percent- 
ages for the averaged assessments are somewhat less : as, in Duluth 
15.66 per cent for Stewart's Addition to West Duluth to 70.49 per 
cent for London Park Altered Plat; in MinneapoHs, 9.14 per cent 
for Rutland's Lake Harriet Addition to 104 per cent' for Ankeny, 
Robinson & Pettitt's Addition in the fifth ward; and in St. Paul, 
22.9 per cent for Hewitt's Outlots, ist division, eleventh ward, 
to 214.8 per cent for Cole's Rearrangement in the fifth ward. These 
extremes are greatly modified when the ratios of the entire wards 
are taken showing sales and total assessments against them. These 
facts are shown in the following table. 
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Comparison of Assessments for Duluth, Minneapolis and St. Paul 

Duluth Minneapolis St. Paul 

First Ward * 59.2% 52.5% 

Second * 53.4 58.6 

Third * 53.4 62.5 

Fourth * 58.0 60.2 

Fifth , * 59.0 63.6 

Sixth ' * 50.5 60.4 

Seventh * 50.1 57.3 

Eighth * 53.7 55.8 

Ninth * 56.2 64.8 

Tenth * 50.3 44.4 

Eleventh * 55.1 48.6 

Twelfth * 45.2 50.9 

Thirteenth * 45.9 ** 

City 44.4% 53.6% 57.5% 

*Duluth is not assessed on a ward basis 
**Only twelve wards in St. Paul 

The average percentages for the cities show a variation in as- 
sessment that is almost intolerable, but the conditions back of the 
city averages indicate variations between wards and behind the 
ward figures that tell a story of gross injustice as between indi- 
viduals. An actual I'eassessment has not been made in Duluth 
since 1892, or in St. Paul since 1896. The assessing officers have 
copied the rolls from year to year, adding only the improvements 
and new property coming into use. Inequality has thus been in- 
tensified and an assessment originally fair^made absolutely unjust 
as between individual owners of real estate. Thruout the state, 
wherever the old rolls have been copied from year to year, the 
same injustice has been perpetuated and established between prop- 
erty holders. The sole explanation for the toleration of tax payers 
under these conditions is to be found in the owners' lack of knowl- 
edge as to the real facts. 

St. Paul Assessment 

In the city of St. Paul a demand was made for a new assess- 
ment, but the assessor's office, under the plea of no funds, failed 
to do anything more than had been done in past years. Thus the 
assessment, recopied from the rolls of two years ago, was again 
made the basis of the tax levy. Against this some protest was 
made. A letter to the city council from the mayor, Hon. Daniel 
Lawler, set forth the facts and called for the appointment of a com- 
mission to investigate the situation. Such a commission was ap- 
pointed and began the investigation by asking the state tax com- 
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mission for a conference. The outcome of the conference was the 
adoption of a motion on the part of the St. Paul commission to 
appoint a committee of three to draw up a plan of procedure. The 
sub-committee recommended that the city council be advised to ask 
the state commission to undertake the work of making a new as- 
sessment. 

Authority of Tax Commission 

Some doubt existed in the minds of the members of the sub- 
committee as to the power of the state tax commission to order a 
reassessment except as it is undertaken by the local assessor. Such 
a reassessment made by the local assessor would be the height of 
folly and it is not likely the law contemplated a dilemma of that 
sort. The act of 1907, chapter 408, creating the tax commission, 
gives the commission authority in the following words : 

To order reassessment of all real and personal property or either in any 
^ assessment district, when in the judgment of said commission such reassess- 
ment is advisable or necessary to the end that any and all classes of prop- 
erty in such assessment district shall be assessed in compliance with the law. 

With this provision must be read another section, as follows : 

Whenever it shall be made to appear to the tax commission, by verified 
complaint or by the finding of a court, or of the legislature or either body 
of the same, or any committee thereof, that any considerable amount of 
property has been improperly omitted from any tax list and assessment 
roll of any county for any year or years, or, if assessed, that the same has 
been grossly undervalued by the assessor or other taxing official, whether 
or not such assessment has been reviewed by the county or state board of 
equalization, they shall proceed to reassess such property in the manner 
prescribed by sections 854 to 858 inclusive of the Revised Laws of 1905, and 
for such purpose shall appoint such examiners and deputies as they shall 
deem necessary. 

The sections referred to were passed in 1893 to provide for the 
special reassessment of timber lands in -some of the northern coun- 
ties. 

It has been contended that the provisions of this act do not give 
the tax commission power to appoint an examiner to make a re- 
assessment in an entire district when complaint has been made re- 
garding the inequality and injustice of the assessment. The only 
means open to the commission under this view is to order the as- 
sessor who made a failure of the original assessment to make a new 
one. The basis of this contention is that the original act was passed 
to meet a special emergency and that the law itself has reference to 
the revaluation of property specifically over- or undervalued. This 
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construction is not without merit, and the commission deems it de- 
sirable for the sake of clearness to have the law amended and all 
doubts removed. 

Conclusion 

The conditions existing in the real estate assessments in Min- 
nesota have been clearly indicated in this chapter. Real estate 
bears the larger burden of the tax ; still, its assessment is nearly as 
unequal and unjust as the assessment of personal property. The 
remedy is at hand. The property taxed is of one kind, speaking 
generally, and the assessment is a question of careful valuation. 
What is needed is: first, carefr^ and responsible assessing officers; 
second, knowledge of values ; third, a uniform basis for the whole 
state ; and, fourth, the enforcement of that basis wherever real estate 
is assessed in Minnesota. These are not impossible conditions and 
can be secured under the administration of a tax commission when- 
ever public opinion is willing to give a partial support. The view 
here set forth as an outcome of the two chapters upon the Taxation 
of Personal Property and the Valuation and Assessment of Real 
Estate is supported by the Wisconsin tax commission, who said in 
tlieir report of 1907, at the conclusion of a long chapter on the gen- 
eral property tax : "In view of all the efforts made, the results ac- 
complished and not accomplished, in view especially of the seem- 
ing retrogression during the last four years, can it be expected that 
substantial compliance with the assessment laws will be accom- 
plished, can the general property tax system — which so vitally de- 
pends upon a just assessmentr— be other than a humiliating failure, 
so long as the work of assessment is in the hands of officers who 
are chosen by and chiefly responsible to the people of the local dis- 
trict in which their duties are to be performed?" 
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CHAPTER V 
THE MAKING OF THE ASSESSMENT 
Assessors' Meetings 

The closing words of the last chapter are a fit introduction to 
the consideration of the assessment of 1908. With the full inten- 
tion of trying out the existent system before making recommenda- 
tions for its modification, the tax commission planned for a meet- 
ing of assessors in every county prior to the work of listing prop- 
erty. As soon as the spring elections were held the commission 
secured the name of every assessor in the state and sent to each one 
the letter given below : . 

April 24, 1908 

Dear Sir: Under the provisions of Chapter 408, General Laws of 1907, 
the Tax Commission is required to visit each county in the sfate for the 
purpose of conferring with assessors and taxing officers regarding matters 
of taxation. The same law gives the Tax Commission general supervision 
over the administration of the assessment and taxation laws of the state, 
over assessors, town, county and city boards of review and equalization, 
and all other assessing officers in the performance of their duties to the end 
that all assessments of property be made relatively just and equal in com- 
pliance with the laws of the state. The law further requires the Com- 
mission to confer with, advise and give the necessary instructions and di- 
rections to local assessors thruout the state as to their duties under the 
laws of the state, and to that end call meetings of local assessors of each 
county to be held at the county seat of such county for the purpose of re- 
ceiving necessary instructions from the Commission as to the laws govern- 
ing the assessment and taxation of all classes of property. 

In compliance with these provisions of law the Commission hereby 
notifies you to be present at the meeting of assessors to be held in your 
county at the Court House on Saturday, the 9th day of May, A. D. 1908, 
at 1:00 P. M. 

Under a ruling of the Attorney General you will be entitled to pay for 
the time spent at the meeting and in going to and returning from the same. 
The payment will be made from the town funds in the same manner as the 
customary payments are made to assessors. 

In order that the assessment of property in the state may be as nearly 
uniform as possible, it is absolutely necessary that some general understand- 
ing exist as to the meaning of the law. The Commission regards these 
meetings as very important, and your attendance is especially urged. Please 
acknowledge the receipt of this notice, and oblige. 

Very truly yours, 
MINNESOTA TAX COMMISSION 

Frank L. MoVey, 

Attest: Chairman 

Rukard Hurd 
Secretary 

P. S. A book containing all of the tax laws of the state, with notes refer- 
ring to decisions of the Supreme Court bearing on same, will be given you 
•dt the meeting. 
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The immediate result of the letter was very gratifying, for 
out of the 2,600 assessing officers of the state not more than fifty 
were absent from the meetings. The authority of the commission 
was generally recognized and little inclination existed to question 
it. The meetings were interesting and showed an apparent will- 
ingness to follow the instructions of the commission as given in 
the following statement: 

Instructions to Assessors 

To the Assessors of the State of Minnesota, 

Gentlemen: Your attention is called especially to the following vital 
suggestions in the mjiking of the assessment for 1908: 

1. It is of the greatest importance that the assessor should place all 
property, both real and personal, upon the assessment books. 

2. The assessor should actually view all property so far as possible. 
He should not accept the valuation placed upon it by the owner, but should 
make his own valuation. 

Tax Code §15. 

3. The assessor cannot deduct debts from credits unless the person 
claiming the same shall make an affidavit required by §44, Tax Code. 

4. Assessors have no authority to grant the $100 exemption. All 
property must be listed. The Auditor, not the Assessor, grants the ex- 
emptions. 

Tax Code, Subdivision 13, §2, and §27. 

5. Land should not be assessed at so much per acre thruout a town- 
ship, but each tract should be valued separately. Improvements upon 
the land should be assessed separately from the land. Improvements con- 
sist of buildings and permanent structures on the land. This applies to 
town and city lots as well as farm property. 

Tax Code, §3. 

6. Incorporated banks in the state .are to be assessed according to 
§48, Tax Code. Many private banking concerns have been incorporated 
since the last assessment and will come under the assessment method de- 
scribed in §48, Tax Code. 

7. Shares of stock in all corporations, whether domestic or foreign, 
when the property of the corporation is not assessed in this state, should 
be listed and assessed to the owner thereof. 

Tax Code, §§24 and 29. 

Yours respectfully, 

MINNESOTA TAX COMMISSION. 
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The commission laid emphasis upon the listing of all property 
and the placing of a value upon it by the assessor. He was asked 
to view the property whenever possible. Attention was also called 
to the matters of deduction of debts from credits and the $ioo 
exemptions from the total assessment of individuals. Uniformity 
of practice in both instances was specifically urged. In the assess- 
ment of lands as well as personal property the assessors were di- 
rected to use the value of such properties as the basis of the assess- 
ment instead of applying some average per acre or per head of live 
stock. The assessors were shown by specific example how the use 
of the average does great injustice to the man whose values are 
below the average and favors the man whose values are above the 
average. At every rneeting the commissioners were asked the per- 
centage of assessment to be recommended as the basis of valuing 
property for taxing purposes. To this the commission replied that 
they were not authorized to name any other basis than that set forth 
in. the law, "the full cash value." Because of the fact that certain 
fixed taxes, and salaries of auditors and treasurers were based upon 
the assessment aS it is now made the tax commision did not feel that 
it was expedient to emphasize this provision of the law. After 
the conference with the tax commissioner the assessors held separate 
meetings at which they agreed among themselves to make the as- 
sessment as shown in the tables printed on the .succeeding pages. 

Agreements Reached by Assessors at Their Meetings 

As shown in the table given below, practically all the counties 
adopted some percentage of value as the basis of the assessment 
and in the majority of instances used fifty per cent as the propor- 
tion of value assessed against property holders. In the older coun- 
ties the average was adhered to as the basis for assessing live stock 
and in some instances, farm lands. An examination of the table 
shows the inherent difficulty in the present system of assessment 
in Minnesota. It is well summarized in the old homely adage, 
"Too many cooks spoil the broth.'' 
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Aitkin "Keeping as close to state board's figures as possible." 

Anoka All items not specified in table left to assessor's judgment. 

Benton No agreement on real estate and improvements, except 

20% on structures. 
Blue Earth Improvements and structures on real estate, optional 

l-D-$5, $165; $10, $220; $15, $275. All items not specified, 

no agreement. 
Brown 10-A-$50 per capita in cities, $40 in villages, $20 in towns. 

ll-A-35 per capita. 

Crow Wing No action on real estate. 

Douglas No agreement reached on personal property, except to 

follow the general averages of last year. 
Faribault Real estate left to judgment of assessor, to be assessed as 

near as possible as in 1906. 1-D — 15 times service fee. 

10-A, 10-B and 11-A left to judgment of assessor. 30 — ^ 

Cream separators, 30%; gasoline engines, 20%. 

Goodhue 1-D — 10 times service fee. 

Hennepin Not an agreement, but a general understanding. 

Houston Real estate — each assessor to use his best judgment. 10-A 

— $35 average per capita in township. 
Isanti A specified amount per acre agreed upon in each assess- 
ment district. 
Kanabec Structures — 33 1-3% new buildings, 20% old. 6 — 25% high 

grade machines; 33 1-3% cheaper grades. 

Lincoln 5-A — New, $15, 50%. 

Martin 11-A — Includes farm cream separators. 18 — Includes 

creameries, blacksmith shops, and printing offices. 
Meeker No agreement on items left blank, but a general sentiment 

of 50%. 

Morrison Real estate — improved, $4 to $5 per acre; unimproved, $2 

to $3 per acre. 1-D — stallions, 20 times value of service; 
balance of class, 50%. 

Murray Lands to average $10 per acre. 

Nicollet For items 1 to 11 inclusive, 29, and real estate, general 

averages given at twice amount noted; of these figures, 
50% was to be returned by the assessor. Real estate — in- 
cludes improvements. 

Polk Land-^same general averages as 1906 assessment. 1-D — 

$10 for each $1 of service fee. 

Red Lake Lands classified, varying from $2 to $7. 

Rice 1-D — Mares, $100; stallions, $150. 2-C — Grades and thor- 
oughbreds, $20. 11-B — Machines, $200; engines, $400. 

St. Louis No agreement, but general understanding of 50%. 

Todd Qeneral understanding, 50%. 

Wabasha Land — Classified, $25 down. 1-D — $100 for $5 service, $50 

additional for every $5 additional service. 
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The Town Boards of Review 

Under the law in Minnesota the town boards of review are, 
next to the assessors, the most important part of the taxing mach- 
inery. They are expected to equalize the work of the assessor as 
between individuals. For many years, however, the town boards 
of review in the majority of cases have neglected this important 
function and allowed their duties to be reduced to the mere hear- 
ing of complaints. With the idea of arousing the boards to a 
larger conception of their office the commission wrote them as 
follows : 

June 13, 1908 
To the Town Board of Review, 

Gentlemen: The assessors have completed their work, and the result 
of it is now in your hands for review. The success or failure, the equality 
or inequality, of the assessment depends upon the care and wisdom with 
which you perform the work now entrusted to you. 

The law in specific language calls upon town boards of review: (1) To 
see that all taxable property has been properly placed upon the list and duly 
valued by the assessor; (2) To list and assess omitted property; (3) To 
correct the assessment so that each tract or lot of real property, and each 
article, parcel or class of personal property, shall be fairly assessed; (4) 
To hear complaints. (Section 847, Revised Laws of 1905, or Section 55, 
Tax Commission's Compilation of Tax Laws.) 

The emphasis in past years has been placed upon the hearing of com- 
plaints. While this is important, it is more vital to. a just assessment that 
town boards should give special attention to the listing of omitted prop- 
erty and the equalizing of assessments of individuals. 

To this end you are instructed to examine and scrutinize the list and 
assessment of every person in your district, and the assessed value of each 
and every parcel of real estate, so that property may be equitably assessed, 
and existing inequalities between individuals and tracts of real estate may 
be removed. The Supreme Court of Minnesota, in Clark vs. County of 
Stearns, 47 Minnesota Reports, page 552, holds that town boards of review 
are required to examine the assessor's list returned to them and see that all 
property taxable in their town or district has been properly placed on 
the list and duly valued by the assessor; and that they must themselves 
list and assess any property omitted by the assessor and raise or lower 
his assessments to the end of securing uniform and equal assessments of 
all property within his district. 

If your board fails to comply with these directions, the injustice that is 
sure to arise between individuals and classes of property in your town 
cannot, except in a few cases, be corrected by the county and state boards, 
whose work is practically limited to county and state equalization. 

You are not compelled to complete your work in one day. You have 
the right, and it is your duty, to remain in session until you have fully 
complied with the above instructions. 

Respectfully yours, 

Frank L. McVey 
Attest by: Chairman 

Rukard Hurd 

Secretary 



72 FIRST BIENNIAL REPORT 

The County Boards of Equalization and the Assessment 

The county boards of equalization perform the work of equal- 
izing the assessments between the different assessment districts 
in the county. To them also the tax commission directed an urgent 
letter calling their attention to the law and the work they were 
called upon to do. To aid the county commissioners in their work 
the commission stated that in case property was omitted by as- 
sessors or the assessments were made too low the commission* 
would order upon the request of the board a reassessment of real 
or personal property. In only one instance was this offer accepted. 
The assessment of timber in unorganized townships in Becker coun- 
ty was unsatisfactory to the county board and upon their complaint 
an examiner with assistants was appointed. As a result of the 
reassessment $628,356 was added to the tax rolls of Becker county. 

-The letter to the county boards was as follows : 

July 8, 1908 
To the County Board of Equalization, 

Gentlemen: During March, April and May the Tax Commission visited 
every county in the state, except one, and met and instructed assessors as to 
their duties under the laws of the state. Every assessor was given a letter 
of instruction, a copy of which we enclose, and also a Compilation of the 
Tax Laws. They were especially urged to place all property subject to 
taxation upon the list, and not to accept the valuations placed thereon by 
owners, but to make Jtheir own valuation. 

On the 15th of June the Commission sent to each Town Board of Re- 
view in the state a letter of instructions, a copy of which we enclose, and 
which speaks for itself. 

The work of equalizing as between the various assessment districts 
of the county is now at hand. If the assessors and local boards of review 
have performed their duties according to law and followed instructions, 
your task will not be difficult. Otherwise, because of the general shake- 
up, it will be more difficult than in previous years. We trust that however 
onerous the work may be, you will take sufficient time to do it thoroly and 
correct all inequalities. 

The powers and duties of your Board are set forth in section 859, 
Revised Laws of 1905 (section 70, Tax Code). The principal work of the 
Board is to compare the assessed valuations of the property in each town 
with the valuations of the same kind of property in the other towns of the 
county, and by reducing some, and raising others, to so equalize these valua- 
tions that all of the taxable property in every town will be fairly assessed 
upon the same basis of valuation. The taxes for county purposes form a 
considerable part of the taxes levied, and unless this burden is equitably 
distributed among the several towns in your county, there results a manifest 
inequality and injustice which throws upon one town a part of the burden 
which belongs to another. 

If you have reason to believe that any of the assessors in your county 
have omitted any considerable amount of taxable property from the rolls, 
or in any other way failed to do their duty, or if any of the local boards of 
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review have failed to carry out instructions, the Commission desires to be 
informed fully in regard to the matter. If necessary to avoid injustice, the 
Commission will, upon your recommendation, order a reassessment of the 
real and personal property, or either, of any town or district. 

Respectfully yours, 

Frank L. McVey 
Attest by: Chairman 

Rukard Hurd 

Secretary 

The Results of Instructions and Visits 

With the sending of instructions to the county boards the tax 
commission finished its task of communicating with every part of 
the taxing machiner}' of the state. The legal representatives of the 
taxing machinery were thus impressed with the law under which 
they worked, their responsibilities, and what was expected of them. 
The assessors had been seen in person, their questions answered 
and their interest aroused, the town boards of review were in- 
structed in the law, and the county boards had called to their at- 
tention by the commission the conditions and the necessity of care- 
ful revision. What was the result of all this effort and care on 
the part of the tax commission? 

To the initiated the result was what might have been ex- 
pected; to the hopeful, but uninitiated, discouraging. The returns 
bore out to the letter the words of the Wisconsin tax commission, 
reported at the end of the previous chapter. The total assessment, 
including real and personal property, as returned by the local as- 
sessors, was $1,067,089,420, or about a million dollars less than it 
was left by the state board in 1907. The real estate returns made 
by the assessors amounted to $204,831,462 over 1906, or a total 
of $882,130,972. But even this advance, when analyzed, practical- 
ly disappears. This difference includes the increase of $120,242,- 
=;q3 on mining properties made in 1907 and marked increases in 
Hennepin, Itasca, Ramsey and Stearns counties. Adding to the 
real estate assessment of 1906 as left by the state board of equaliza- 
tion $242, SQ3 the increases just referred to, it appears that the local 
assessors in 1908 reported a smaller aggregate of real estate assess- 
ment than they did two years ago. In ten counties the real estate 
assessment was returned at smaller figures than given by the assess- 
ors in 1906, and in thirty-two counties the returns in each were 
less than $200,000 larger than they were in 1906. The story is 
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not concluded with a recital of these figures, for the county boards 
are still to be reckoned with. In no less than ten instances the 
county boards reduced the aggregate real estate assessment re- 
turned by the local assessors, despite the provision of the law which 
states, ''they shall not reduce the aggregate value of the real prop- 
erty, or the aggregate value of the personal property of their county 
below the aggregate value thereof as returned by the assessors/' 
(Section 859, Revised Laws of 1905.) The assessment of per- 
sonal property was returned by the local assessors for 1908 at 
$184,958,448. This sum was raised by county boards to $189,650,- 
436, which was more than three million dollars less than it was 
left by the state board in 1907. The usual increase in personal 
property assessments is estimated to be 3 per cent per annum, yet 
the assessors dropped behind the state board's figures nearly ten 
million dollars and the county boards failed to get their equalized 
figures within three millions of the previous year's final assess- 
ment. 
Dissipation of Results 

The interest and purpose aroused among the local assessors 
by the meetings with the tax commissioners were practically dis- 
sipated when these officers came in contact with their constituents. 
Instead of holding up to the agreements made at the county meet- 
ings, many assessors, under the pressure of local public opinion 
and in the face of what was called in some parts of the state a 
revolution inaugurated by the tax commission, sought to place 
the property in their districts at such figures as would practically 
nullify the effect of any possible changes likely to be inaugurated 
by the new regime. In other parts of the state the assessors made 
an honest endeavor to comply with the agreements reached at their 
meetings. The returns were therefore unequal as between counties 
and unjust as applied to different groups of individuals. 

The tax commission under the provision of the law requiring 
them to equalize the returns before the meeting of the state board 
of equalization were unable, because of the delay in returning the 
county abstracts, to complete the grand abstract of the state before 
the meeting of the state board. The law required the county ab- 
stracts to be returned to the commission this year on or before 
August 15th, but not until the day before the meeting of the state 
board were the abstracts returned from all the counties. The office 
was therefore delayed in tabulating the county returns, which was 
a prerequisite to equalization. The result was that the assessment 
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returns were handed to the board without comment or suggestion 
by the commission.- To the board, however, were given the re- 
sults of the commission's investigations and every possible aid 
furnished to assist the board in its difficult work. 

The State Assessment 

The final assessment for the entire state was fixed by the 
board of equalization at $1,090,684,936. Of this amount $897,- 
641,617 was placed upon real estate and $193,043,319 upon 
personal property. The increase in the assessment of real 
estate for 1908 over the year 1906 was $145,754,006 and 
over 1907 the amount was $15,762,088. When the ex- 
emptions are taken from the personal property assessment (in 
amount at least $26,000,000) the tax basis assessment in the state 
is about $1,064,685,000, as against the 1907 assessment of $1,048, 
200,458. The return of real estate by the county boards to the 
state board of equalization was $903,980,021, or $6,338,404 more 
than the final assessment as left by the state board. The state 
board of equalization was confronted by the dilemma of bringing 
all the counties up to the ratio of assessment in the higher assessed 
counties where the assessment was made at fifty per cent of tme 
value, or cutting these counties down to the lower percentage of 
assessment used in the other counties. The latter course, was pur- 
sued, which accounts for the difference referred to above. 

The actual situation is shown in the table below : 
State Assessment of Real and Personal Property 

Comparison of Values as returned by 
State Board County Boards Assessors 

Personalty 

1908 $193,043,319 $189,650,436 $184,958,448 

1907 192,714,047 186,791,010 182,802.638 

Increases $329,272 $2,859,426 $2,155,810 

Realty 

1908 $897,641,617 $903,980,021 $882,130,972 

1906 751,887,611 727,460,049 677,299,510 

Increases $145,754,006 $176,519,972 $204,831,462 

Tax Commission 1907 

Mine increase $120,242,593 

State Board 1908 net in- 
crease over 1906 $25,511,413 

Personalty and Realty Total, 1908 

. $1,090,684,936 $1,093,630,457 $1,067,089.420 

Returns from reassessment ordered by tax commission in seven unor- 
ganized towns in Becker county, amounting to $956,364 for real estate and 
$4,299 for perscuial property, not included in above fipfures for 1908. • 
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Disturbance of the Completed Assessment 

After the assessment has been finally equalized by the state 
board of equalization and the state auditor on the basis of the as- 
sessment has announced the rate for state purposes, the law per- 
mits persons who feel themselves unjustly assessed or who have 
paid a tax wrongfully imposed, to make application to the local 
authorities to correct the errors so existing. The granting of such 
applications means the disturbance of the final assessment, and as 
a question of budget practice it is debatable, to say the least, how 
far these inroads on the assessment should be permitted. In some 
of the states the assessment, once completed, is final and cannot 
be changed. The applications for adjustment and change of as- 
sessment must be made before the assessment rolls are closed. In 
the case of State ex rel. Foley Brothers & Kelly vs. Minnesota Tax 
Commission, 103 Minn. 485, the supreme court decided that the 
county auditor having failed to concur in the recommendation of 
the appellant's application for reduction of assessment, the tax 
commission had no jurisdiction in the matter and could not be 
compelled to consider the application without the county auditor's 
approval under section 801 of the Revised Laws of 1905. Under 
this decision the county auditor becomes an important factor in 
dealing with applications for abatement of assessment and refund- 
ment of taxes, and upon him as well as upon the board of county 
commissioners rests the responsibility of forwarding the applica- 
tion to the tax commission for final hearing. 

Number and Amount of Abatements 

Since the organization of the commission more than 4,000 ap- 
plications have been forwarded by the county auditors to the com- 
mission for consideration, amounting to about $50,000,000. The 
number of applications is about ij4 P^^ cent of the total persons 
on the personal property assessment list, and the amount of the abate- 
ment asked for is about five per cent of the total state assessment. 
The resolution of the state board of equalization calling for a state- 
ment of the amount of abatements of $100 or over granted since 
the making of last year's assessment necessitated the preparation 
of the facts for their use. The applications made asked for abate- 
ments of $45,599,557. Of this sum $4^,447,760 was for abate- 
ment of assessments on iron properties. The amounts granted 
were $2,034,529 for the state in general, and $2,947,254 on various 
iron properties — a total of $4,981,783, or less than one-half of one 
per cent of the total state assessment. 
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\ 
Rules and Regulations for Abatements 

The case of Foley Brothers & Kelly vs. the Tax Commission, 
cited above, brought for the purpose of testing the provisions of 
section 8oi, Revised Laws of 1905 regarding the veto power of 
county auditors relative to the recommending of applications to the 
tax commission, was decided against the relators. The court says, 
*Tt is immaterial that the county auditor was also a member of the 
board of abatement. He is also a member of the ordinary county 
board. None the less the statute requires his recommendation as 
well as that of the county board, as a condition precedent to the 
state auditor's approval. By parity of reasoning his consent, in 
addition to the recommendation of the board of abatement, is es- 
sential to action by the tax commission." This decision emphasizes 
the responsibility of the county auditors in the recommendation of 
applications for changes in assessment and refundment of taxes. 

An experience of something more than a year has impressed 
the commission with the necessity of more careful regulation and 
supervision of abatement matters. The blanks at present are in- 
adequate and the method of presenting facts and statements unsat- 
isfactory. The rules governing the making of applications, sent 
out under date of June i, 1908, have been revised and made more 
specific. The blanks, formerly two in number, will be increased to 
six, as follows : 

Form I. For reduction of assessment and taxes on personal 
property for current year 

Form 2. For refundment of tax paid on personal property 

Form 3. For reduction of assessment and taxes on real estate 
for current year, and before land has been sold at tax sale 

Form 4. For refundment of tax on real estate paid before 
sale 

Form 5. For refundment of money paid to redeem real 
estate from tax sale 

Form 6. For a settlement of accumulated taxes, interest, 
penalties and costs, upon real estate 

There can be no gainsaying the fact that in Minnesota an 
elaborate system of abatements has been developed in the law, 
which in practice reacts upon the work of assessment. It lessens 
the responsibility of the assessor, who knows that tax payers can 
get redress ; it places a damper upon the action of town and county 
boards, and takes away the necessity of the tax payer making his 
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complaint at the time of the meetings of the local boards. If more 
generally known, as it is sure to become in time, more and more 
applications for changes of assessment and abatement of taxes will 
be made. The tax commission is placing more emphasis upon tKe 
time of the application and the fact of the appearance of the tax 
payer before the local boards. If the applicant has failed to appear, 
the application will be rejected unless gross injustice can be shown. 
By co-operation with assessors and local boards, together with the 
adoption of the rules and the use of specific blanks for applications, 
the commission expects to remove many of the present abuses. 



PART II 

SPECIAL TAXATION IN 
MINNESOTA 



Gross Earnings Tax 

The Taxation of Corporations 

The Taxation of Iron Ore Lands 

The Taxation of Logs and Timber 

The Mortgage Registry Tax 

The Inheritance Tax 



CHAPTER VI 
GROSS EARNINGS TAXES 

Status of Gross Earnings Tax in Minnesota 

The Minnesota law provides two general methods of taxing 
corporations and their property. One is by the taxation of gross 
earnings at given rates and the other by an ad valorem assessment 
of the properties of the companies. Nearly all the statewide public 
utility companies now pay the state on the basis of their gross earn- 
ings, but the domestic corporations engaged in manufacture and 
business enterprise, together with the municipal public utility com- 
panies — telephone companies excepted — are taxed under the- general 
property tax. 

The gross earnings tax is based on the supposition that taxes 
vary as the ability of the company to pay them, while the tax on 
property owned is based on the idea that a relation exists between 
the amount of property owned and the income received. There 
is, however, no necessary relation between property and income, for 
both are continually changing and shifting, regardless of each other. 
The people of Minnesota, because of the ease with which the gross 
earnings tax is collected and administered, have come to regard it 
as the most satisfactory part of their tax system. It is the same 
in the matter of the rate from year to year ; it varies with the capa- 
city of companies to pay, and cannot be shifted easily from com- 
pany to consumer. These are arguments, but briefly stated here, 
on which the tax stands as a part of the Minnesota fiscal system. 

The principle of the gross earnings tax has been extended 
from time to time until today the taxes on telephone, express, freight 
line and insurance companies are based on their gross earnings. 
Vessel owning companies are taxed upon the net tonnage of the 
vessels. Between 1887 and 1891 the telegraph companies paid a 
2 oer cent tax on gross earnings, and in 1897 the sleeping car 
companies were given the option of paying a 3 per cent gross 
earnings tax or being assessed on their property holdings. While 
sleeping car companies have adhered to the ad valorem assessment 
in preference to the gross earnings tax, nevertheless the principle of 
the gross earnings tax is firmly established in Minnesota public 
finance as shown in the table given below : 



FIRST BIENNIAL REPORT 



00 

s 


<o 


CO 




t- 


ca 


r-l 




t- 




r-l t- 




C3 


a> 




00 


"^ 


t-^ 


W 


^ i4< 


M 


o> 




CO 





W 


CO* 


^' d 


•d 









lA 


0: 


(O 


Ud 


O) C) 


M^ 






0^ 





w 





W CO 


















i* • 





y-i 




C«f 


»H 


w 


«r 


kO to 


P-i 




04 







cc 






CO 


4J 


f5 
















B 


«» 
















< 


































• . a> 


























•4-I 


























I rt 


























. ■*-• 


























U (A 


























a> 
















6 










+-» 










J^ 
















S>. 










bo 
















+--Q 










c< 






4; 





















•M 






■M 










4> 










c 






rt 


















8 






(A 










It 










u 






& 

a 










2g 

"S en 






C 









U 










C cn-O 










a> 










rt 


Im 


u 








> 








• a w5 


rt 


V 




^ 


) 


< 


^ 


t ^0^ 




• cx 




Ti 




c 


> c 


5 


<* 


^ 




C* CO 



^ 

a 

^ 



U 



bo 



O 



^ 
ci 



00 ^ 

do bO 

^ C 

2 !3 



•d 



bo • bo 

c ^ c 

IH 4> iH 

rt ^? rt 

a; O a> 



bo 



bo 
c 

bCjH 



(A 



2e 



(A 



•d 



0<0 O 



rt OT 6 
« o ^ 

en ho O 



o 



c 
o 



o 









o 



o 

u 

o 
U 







tH 






'* 






l> 






tH 
























iH 






CO 






co 






CJ 






































































tH 






tH 






tH 






tH 
























CO 






iH 






4* 






CQ 































CO 






CO 






tH 


















00 














































CO 






iH 






iH 






tH 






tH 

























COO 






«» 






«» 






C09 




















•1 


CO^^. 


a 


lo^^ 


oc 


.^«»o»t-Tj<«»o<ooa>c«: 


• 


JOrH^«» 


■1 T- 


iT. 


ra 


re 


• oc 


roc 


> or 


• T- 


re 




ca 


r?c 


i> 


»fl 


»r 


iC. 


• <c 


l> 


(N 


W 


r 



THTHOiJ<OiH00TH|J«OTH00COJC0eOTHJf-IC0C<lTH'i»< 


tH tH ^ CO CQ ^ 




u <j u oK 


COI>CO»OiHI>-THTHlOiHI>-^l>-lOI>OJiH»Ot«-COt«-b-l> 
t-00OO00000JOO00000>0SO0i0iOO0iOO0iO 
00000)0)0000000)0)000000000)00000)0)000^0)000) 


©J CO »o i> »o »o 
t- 00 o) O) 

00 00 00 O) 00 O) 

rH tH iH iH 1-1 tH 



•d 
o 



CO . 



43 
cd 

Wi 

bo 












u 

bo 

.s 

'a 



c/5 >i;. 



MINNESOTA TAX COMMISSION 83 

Taxation of the Gross Earnings of Railroads 

The justification for setting forth at some length the history 
of the gross earnings tax on railroads as it has been developed in 
Minnesota is to be found in the absence of any such statement else- 
where except as it appears in the court records. 

Charters granted to railroad companies by the territorial legis- 
lature invariably included a provision commuting the taxes of rail- 
road corporations by the payment of a percentage upon their gross 
earnings in lieu of all other taxes upon their property, real and 
personal. The charters also specifically stated that land grants were 
exempt from taxation so long as they were held in the name of the 
company. After the admission of the territory to the union as a 
state the legislature continued to enact special laws extending the 
same method of taxation to other railroad companies. (See list 
shown in case of State vs. Luther, 56 Minn. 156.) In 1871 article 
4 of the constitution was amended by the addition of section 32a. 
The amendment reads as follows : 

Any law providing ior the repeal or amendment of any law or laws here- 
tofore or hereafter enacted, which provides that any railroad company 
now existing in this state, or operating its road therein, or which may be 
hereafter organized, shall in lieu of all other taxes and assessments upon 
their real estate, roads, rolling stock, and other personal property, at and 
during the time and periods therein specified, pay into the treasury of 
this state a certain percentage therein mentioned of the gross earnings of 
such railroad companies now existing or hereafter organized, shall before 
the same shall take effect or be in force, be submitted to a vote of the 
people of the state, and be adopted and ratified by a majority of the elect- 
ors of the state voting at the election at which the same shall be sub- 
mitted to them. 

Extension of the Principle of Gross Earnings 

Two years after the passage of the amendment the legislature 
extended the principle of the law to any company that might wish 
to adopt the gross earnings tax. The method used to present the 
wishes of the legislature was by adding a section to the special act 
granting a charter to the St. Paul, Stillwater and Taylor's Falls 
Railroad Company. Under its provisions any company not already 
on a gross earnings tax basis might cornmute the taxes by paying 
a percentage of its gross earnings. The law was not mandatory 
but optional. In 1887 the legislature took the final step toward 
making it obligatory upon the railroads to pay a gross earnings 
tax in lieu of all other taxes. The percentage was graded as fol- 
lows: I per cent of the gross earnings for the first three years, 
2 per cent of the gross earnings for the next seven years, 3 per 
cent thereafter. This remained the law until 1903. 
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Legislation on Land Grants 

The gross earnings tax exempted the land grant holdings of 
the companies from the real estate tax of the communities in which 
they were situated. This was felt to be a hardship on the local 
governments and the legislature passed an act in 1895 subjecting 
the railroad lands to taxation. The question involved was sub- 
mitted to the courts in the case of Stearns vs. Minnesota and finally 
reached ,the supreme court of the United States, 179 U. S. 223, 
which held adversely to the position of the state, declaring that the 
previous enactments of special laws were in the nature of contracts 
and could not be impaired. The act was therefore unconstitutional. 

Constitutionality of the Law 

Without going into the question of the constitutionality of the 
law, it is sufficient to say that up to 1894 the state courts, without 
passing upon the direct question, implied the validity of the gross 
earnings tax laws. In the year just mentioned the constitutionality 
of the law came squarely before the court in the case of State vs. 
Luther, 56 Minn. 156. The situation may be stated in the words 
of the court: 

Conceding without deciding, that tax laws such as we are now considering 
were invalid when enacted, still we are of opinion that the effect of the 
constitutional amendment of 1871 (article 4, section 32a) was to validate 
all such laws relating to the taxation of railway property. 

After reviewing the action of the legislature in granting the 
commutation tax to railroads from 1858 to 1871, the court con- 
tinued : 

In brief, the legislature assumed that when making a grant of lands to 
aid the building of a railroad, * * * * jt had the power, in the further- 
ance of the object for which the grant was made, to exempt such lands from 
ordinary taxation, and to provide for commuted taxation of both the rail- 
road and the granted lands. * * * * This amounted to a legislative 
construction of the constitution, which of itself would be entitled to great 
weight. In this situation of things, the people adopted a constitutional 
amendment (article 4, 32a). This language must have been selected and this 
amendment adopted with reference to the existing legislation and the gen- 
eral legislative policy to which we have referred; and, read and construed 
in that light, it amounts to a clear recognition of the validity of existing 
laws providing for this commuted system of taxation of railroad property 
and lands, and of legislative power to enact such^ laws for the future. 
* * * * Jt {s^ by necessary implication, a validation of past legislation 
of that kind, and a grant of power to enact it in the future. * * * * 
Within a year and a half after the adoption of this constitutional amend- 
ment, the legislature passed a general law (General Statutes, 1878, chapter 
11, sections 128, 129) providing for this system of taxation for any rail- 
way company that would accept the provisions of the act; and this system 
has been universally in vogue down to date, without question^ as to its 
validity, until raised in this case. We think the acts are constitutional. 
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Under the provisions of the amendment of 1871 the legislature 
submitted in 1901 the proposal that the rate on gross earnings should 
be raised from 3 to 4 per cent. The proposal was defeated in the 
general election of 1902. At the next meeting of the legislature, 
1903, another proposal was adopted and ordered submitted to the 
voters of the state at the next general election in 1904. The pro- 
posal was carried and under the authority so granted by the people, 
the act passe'd by the legislature placing the rate on gross earnings 
at 4 per cent became valid. Almost immediately the constitutional- 
ity of the new law was tested (State vs. Duluth N. M. Ry. Co., 102 
Minn. 26), but the supreme court declared the law constitutional, 
since it was within the power of the legislature to raise or lower 
the rate of taxation, and because the law was duly submitted to 
the people and carried. 

Litigation Relating to Gross Earnings Law 

Under the early charters granted to certain lines of the Great 
Northern and Great Western Railways, their taxes were commuted 
upon the payment of 3 per cent of the gross earnings in the first 
instance and 2 per cent in the second. By general act the state 
has raised the rate on all railroad gross earnings to^ 4 per cent 
and demands the payment of the tax upon that basis, which the 
railroads refuse to pay, so far as the specific lines are concerned. 
The state has therefore brought suit in the cases of State of 
Minnesota vs. Great Northern Railway Company and State of 
Minnesota vs. Chicago Great Western Railway Company. The 
contention of the Great Northern is that the St. Paul, Minne- 
apolis & Manitoba Railway Company is entitled to pay but a 3 
per cent tax on its gross earnings, since it is a lineal descendent 
of the Minnespta and Pacific Railroad, which was chartered in 
1857 under a specific provision for a 3 per cent gross earnings 
tax. The counsel for the Great Western maintain that such 
part of their road as was built under the charter of the Minnesota 
and Northwestern should pay a 2 per cent tax on gross earnings 
instead of a 4 per cent, on the ground that the state made a con- 
tract which still holds and is violated by the 4 per cent gross earn- 
ings tax. ' 

The contention of the state is much the same in both suits and 
may be put on the ground that in the case of the Great Western, 
failure to build until 1885, ^^^^^ the passage of the amendment of 
1871, practically repealed the charter provisions for a 2 per cent 



86 FIRST BIENNIAL REPORT 

gross earnings tax ; that in the case of the Great Northern the ac- 
ceptance of the provisions of the act of 1865 which established a 
graduated tax of i, 2 and 3 per cent, repealed and superseded 
the provisions of the charter of 1857. Further, the provisions 
for such taxes were personal to the original companies and could 
not be transferred to other companies. In either case, the provi- 
sions for 2 per cent and 3 per cent gross earnings taxes were 
contract rights that did not survive the consolidation with and- the 
operation by other companies. The cases are now in the supreme 
court of Minnesota a,nd await the action of that tribunal. 

Attitude of United States Supreme Court 

The gross earnings system of taxation is firmly imbedded in 
Minnesota law, nor is it likely to be disturbed by interference on 
the part of the federal courts, since the decision in the case of 
Maine vs. Grand Trunk Railroad, 142 U. S. 217, recognized the 
right of the states to utilize such a method of taxation. As a mat- 
ter of history and law the supreme court of the United States has 
not materially interfered with the states as to the form of the tax 
to be levied upon interstate commerce corporations ; the interference 
has arisen entirely in connection with the question of the burden 
of the tax. There is, then, no good reason why the Minnesota sys- 
tem of gross, earnings taxes should not be continued so long as 
there is satisfaction with the method and the results. 

Comparison of Gross Earnings and the General Property Tax 

In order that the matter of the taxation of railroads may be 
placed in its proper light with entire fairness to the railroads and 
to the state, it is proposed to make comparisons with the returns 
now received under the four per cent gross earnings tax and the 
taxes that would be paid under the general property tax. The in- 
formation necessary for the comparison has been arranged in four 
tables. 

1. Mileage and proportional capitalization of roads in Minne- 
sota 

2. Reproduction and present value of the railroads as made 
by the companies themselves 

3. The state's reproduction and present values 

4. Taxation of railroads on gross earnings and ad valorem 
bases 
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I. MILEAGE AND PROPORTIONAL CAPITALIZATION OP RAILROADS IN 

MINNESOTA 





Miles of 
Main Line 


[Mileage of 
Single 


Proportionate Capitalisation in MinnesoU 










I Name of Railroad 


Roadway 


Track 










fai 


Owned in 


Stocks 


Bondss 


Total 




IMinneeota 


Biinneflota 


Outstanding 






Chicasro & N. W 


661.277 


660.30 


$10,946,600 


114,534.855 


$25,481,355 


C. B & Q 


23 460 


23 61 


302.185 
16.681,346 


459.899 
68.226 


762 084 


Chicago G. W 


117.590 


117.68 


16,749,571 


C. M. & St. P 


1,201.980 


n,241.85 


22,905,923 


21.664,073 


44.569,996 


C, R. L & P 


236.210 


236.05 


3,692.209 


8,496,203 


12,087.412 


C, St. P.. M. & O 


431.120 


434.33 


9.008.873 


7,833,141 


16,842.014 


Duluth & L R 


240.831 


210.26 


3.000,000 


11,232,000 


14,232,000 


Duluth & N. E 


63.500 


63.50 


600,000 




500,000 


Duluth & N. M 


35.000 


76.86 


200,000 




200,000 


Duluth, M. & N 


142.120 


244.57 


4,112,600 


9,043.000 


13,155,500 


Great Northern 


2,062.663 


*2,018.77 


66,146,740 


39,184.326 


94,371,066 


UlinolB Central 


30.170 


29.99 


464,095 


701,566 


1,165,651 


Mason City & Ft. D. . . . 


27.300 


27.33 


2.373,638 


867,345 


3,240,983 


Minneapolis & St. L.... 


378.460 


379.47 


6,746,609 


10,418,784 


17,165,393 


Minneapolis Eastern 


.947 


2.94 


126.000 


150,000 


275,000 


M.. St. P. & S. S. M.... 


639.573 


541.93 


5,029.110 


13,306,650 


18,335,660 


Minneapolis Western... 


1.690 


1.69 


260,000 


500.000 


750,000 


Minnesota & Intemat. . . 


•174.470 


157.05 


500,000 


2.146,000 


2,645,000 


Minnesota Transfer 


12.500 


13.64 


70,000 


1.728.000 


1,798,000 


Northern Pacific 


967.483 


1,033.77 


27,104,416 


61,466,239 


78,670,656 


Wisconsin Central 


23.600 


26.32 


711,213 


768,410 


1,469,623 


Wis., Minn. & Pac 


244.030 


248.50 


5,040.130 


6,328,585 


10,732,716 




7,779.26 


1175,174,487 


$199,885,191 


$376,069,678 



^Includes D. St. C. G. & M 

*Does not include Albom-Coleralne line 

Includes mileages to Big Falls 

^Miles operated. 

"Includes in certain few cases "equipment trust obligation ' 
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The Basis of the Figures 

The method of procedure followed in finding the taxes pay- 
able under the general property tax has been in this fashion : first, 
ascertain the value of real estate and take 43.48 per cent of it 
for the real estate assessment; second, ascertain the personal prop- 
erty value and take 28 per cent of it as the assessment of the per- 
sonal property. The total of these makes the assessment against 
the road. The purpose in using the percentages referred to above 
is to place the railroads on a basis of equality with other property 
in the state. The investigations of the commission regarding the 
assessment of real estate in Minnesota showed an assessment of 
43.48 per cent (see chapter IV) of true value/ In so far as the com- 
mission has been able to unravel the assessment of personal prop- 
erty the percentage is about 28, that used above. To ascertain the 
amount of the tax payable upon the assessment, the average of the 
tax rates prevailing in the state was applied to the assessment. This 
rate was 25.91 mills, which is considerably below the tax rates pre- 
vailing in the majority of the cities and towns in the state. 

The figures furnished by the railroads regarding the reproduc- 
tion and present values of their property were given to the tax 
commission by the railroad and warehouse commission. In addi- 
tion to these figures the same commission gave to the tax commis- 
sion the results of the elaborate investigation made by them under 
the direction of Mr. Dwight C. Morgan of the reproduction and 
present values of the railroads in Minnesota. This investigation 
has been carried on with great thoroness and accuracy during a 
three year period and the tax commission has no hesitancy in say- 
ifig that the work of the railroad and warehouse commission is of 
the greatest value to the state, both for the purpose for which it was 
originally intended and the comparison that is made in this chap- 
ter of the tax commission report. 

Results of the Comparison 

The results coming from the tabulation of the figures shown 
above are interesting to the people of the state and do not need 
the comments of the tax commission upon their real meaning. For 
the year ending December 31, 1907, the railroads scheduled in the 
table paid $3,509,546.97* into the treasury of the state as their 
contribution in the fonn of taxes. Upon the basis of an assess- 
ment made according to the general property tax law and the aver- 

•ThlB is the sum which should be paid at a 4% tax. 13,340,214.82 has been paid, 
the payment of the difference being: in litigation. 
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age assessment prevailing in the state, these railroads would have 
paid, using the figures returned by the railroads as the cost of re- 
production, the suni of $5,339,97541. The state's valuation of re- 
production cost was $407,380,992.89, or $87,799,638.09 less than 
that presente(J by the railroads. Upon this basis the amount turned 
over to the state under the general property tax would have been 
$4,293,797. The state also prepared a second valuation known as 
present value, and upon that aggregate the railroads would have 
been compelled to pay $3,798,855.88. These are the amounts that 
the railroads would have paid into the state treasury providing they 
had been assessed and taxed as other property of the state. One 
further comparison may be made. On the basis of the commercial 
value of the bonds and stocks of the railroads proportioned on the 
number of miles of railroad in Minnesota, the famous bulletin No. 
21 issued under the direction of the United States bureau of the 
census gave the securities of all the companies operating in the 
state a value of $466,734,000. Using approximately the same meth-^ 
od of determining the assessment as that outlined above, the rail- 
roads of the state would have been called upon to pay $4,736,623, 
or $1,181,066 more than they now pay under the four per cent 
gross earnings law. 

In connection with the discussion of gross earnings taxes it 
may be well to recall that the state has power to fix transportation 
rates as well as power to determine tax rates. In fixing either 
transportation or tax rates, both of these facts should be borne in 
mind. 

Taxation of Gross Earnings of Public Utility Corporations 

In a general way the state legislatures have recognized the ap- 
plication of the general property tax to public utility corporations 
as unsatisfactory ' and unwise. They have consequently enacted 
from time to time a number of laws providing for the taxation of 
companies engaged in public service by extending the gross earn- 
ings tax law to apply to them. Thus the telephone companies of 
the state were called upon to pay a 2 per cent gross earnings tax 
in lieu of other taxes in 1887. Four years later this method of 
taxing telephone concerns was given over for the ad valorem sys- 
tem, to be followed by the return to gross earnings taxation in 1897 
at an increased rate. In the same year the express companies were 
placed on a similar basis at 3 per cent. This rate was increased 
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to 5 and then to 6, with certain deductions on account of payments 
to transportation companies and real estate taxes. Prior to 1907 
freight line companies were taxed on a property basis ; in that year 
they were made to pay a 4 per cent gross earnings tax. In 1897 a tax 
of 3 per cent was imposed upon sleeping car companies ; ten years 
later the percentage was raised, but the method of taxation was 
made optional with the sleeping car companies. As early as 1895 
vessels were placed upon a net tonnage tax basis and as far back 
as 1872 insurance companies were called upon to pay a 2 per cent 
tax upon premium receipts. In the case of the telegraph companies, 
the legislature enacted a gross earnings tax of 2 per cent in 1887. 
This tax was given up in 1891 and the companies taxed on the 
basis of an ad valorem assessment at the average rate of taxation 
prevailing in the state. This is the method in vogue today. 

As a Fiscal System 

The system, however, has been developed piecemeal and has 
never been considered as a general fiscal policy. In the instance of 
the sleeping car companies, the gross earnings tax is optional. The 
companies have uniformly accepted the taxation of their property 
on the basis of the general property tax. The provisions in the 
law are seemingly adequate to provide for the taxation of all the 
statewide public utility companies, but in the instance cited above 
the option of choosing the method of taxation should be withdrawn 
and the gross earnings tax made to apply without any question. 
As shown above, the telegraph companies are now assessed by the 
state board of equalization and taxed at the averag;e state rate. 
There is no real reason why a distinction should be made between 
the telephone and telegraph companies. Their equipment is much 
the same, and if any handicap exists it is probably against the tele- 
phone rather than the telegraph companies. 

Local Public Utility Companies 

The problem of taxing street railways, electric light, gas, pow- 
er and water plants is of a different turn than that found in the 
case of the statewide public utility corporations. Their service is 
local and the full amount of the tax cannot be given over to the 
state with any justice to the local governments in which the com- 
panies are doing business. What rate or rates shall prevail for 
the gross earnings of the different concerns and how large a share 
should go to the state? 
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The Minnesota tax commission has not been able to investi- 
gate this particular point thoroly, but is already undertaking to 
secure the data from public utility companies in the state with the 
expectation of recommending proper rates that will make possible 
fair and equitable taxation of such companies on a gross earnings 
basis. ' i i ^ ■ ' i ' '^'^ 

The Wisconsin law varies the rate with the amounts of the 
earnings. Thus electric lighting companies having gross receipts 
of $800,000 or less pay ij^ per cent on the first $250,000 and 
2^2 per cent on amounts above that; when the gross receipts equal 
more than $800,000 the rate is 3 per cent on the first $800,000 
and 4 per cent on all amounts above that sum. The distinction 
is based on the general rule that the percentage of net earnings 
increases with the amount of gross earnings. Another practical 
and probably workable plan is to vary the rate with the size of 
the town, increasing it as the towns increase in population. An 
illustration of the working of the plan is to be found in the fol- 
lowing figures: towns of 5,000 inhabitants or less might pay 2}^ 
per cent; 5,000 to 25,000 inhabitants, 3 per cent; 25,000 to 100,000, 
3^2 per cent; 100,000 to 200,600, 4 per cent; and over 200,000, 
4J^ per cent. The state's share of these amounts should be about 
20 per cent — one-fifth. 

The argument for the substitution of a gross earnings tax in 
lieu of the general property tax in dealing with public utility cor- 
porations is much the same as that given above in connection with 
the taxation of statewide public utility companies. The intricate 
plants and extended values of the same make it difficult to value 
them accurately even for taxation purposes. The assessment when 
made becomes fixed and prevents the community from sharing in 
the increased earnings of the company. Under a gross earnings 
tax the company knows what to plan upon, is no longer forced to 
interfere with assessors in order to get what it conceives to be 
justice, and consequently keeps out of the political field, with a re- 
sultant betterment of political .conditions all around. There is a 
gain to the community in ease of collection and administration, 
and one to the company in knowing what to expect. 
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Tax on Insurance Premiums 

The tax on the premium incomes of life and fire insurance com- 
panies is a fiscal measure for the sake of the revenue to ht secured 
from such payments. It cannot be fully justified as an equitable 
tax, tho an argument of some weight can be made for such a tax. 
The payments made for life insurance by the assured are calculated 
upon a mathematical basis which can be disturbed by placing addi- 
tional financial burdens upon the companies. The accumulations of 
such companies are funds held in trust to meet losses of the present 
and future. Outside of endowment insurance the premiums paid 
are contributions to meet losses incurred or contingent upon the 
future. The tax therefore adds to the cost of doing a business 
which is benevolent in character and in most instances, especially 
in life insurance, not a question of profits, but one of protection. 

The Minnesota system of taxing insurance companies by a flat 
rate upon premiums in lieu of all other personal property taxes is 
in advance of the system in vogue in many states. This method 
has existed in Minnesota with some modifications since 1872. While 
it is important how insurance companies are taxed and where the 
burden of such taxes falls, all the commission can do at this time, 
in view of the many pressing demands for revision and reorganiza- 
tion of method, law and administration of taxes in the state, is to 
indicate their recognition of the problems involved and the wis- 
dom of an early investigation of the whole subject of taxation of 
insurance. 



The Extension of the Gross Earnings Tax System 

The gross earnings tax, with the modification of it to make 
it complete and a real fiscal system, is outlined below. The details 
of the legislation necessary to round out the present laws on gross 
earnings cannot be presented in a report. The suggestion as to 
method and general principle has been made above. 
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Application of Gross Earnings Tax to Other Businesses 

The records of assessing officers and the minutes of boards of 
equalization show each year the annual struggle over the assess- 
ment of personal property belonging to merchants and manufactur- 
ers. Inequalities between. individuals and communities are empha- 
sized under the general property tax as applied to personal prop- 
erty of merchants and manufacturers. The suggestion made in 
chapter III is repeated here, that merchants might well be taxed at 
a flat rate upon their gross receipts in lieu of all personal property 
taxes ; the real estate tax upon buildings occupied by them for busi- 
ness purposes would continue as it stands at present. There is some 
doubt, however, about the extension of. the gross earnings principle 
of taxation to all types of manufacturing. - The differences in dost 
of production are so great, not only as between plants engaged in 
the same kind of manufacture, but as between plants of different 
kinds of production, that the success of such a tax upon manufactur- 
ing plants would depend upon the recognition of these differences. 
At present the data existing is insufficient to make it possible to 
answer the question satisfactorily. It is hoAvever desirable, as has 
been done in Pennsylvania, to apply the principle of the gross earn- 
ings tax to mercantile establishments. 
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CHAPTER VII • 

TAXATION OF CORPORATIONS 

The corporations doing business in Minnesota may be grouped 
into two general classes — (i) public service, and (2) private busi- 
ness corporations. The first class consists of statewide and local 
corporations engaged in furnishing transportation, communication, 
lighting, water, power and heat. The second are engaged in private 
enterprises of a mercantile, manufacturing and financial character. 
The first group are taxed in the case of the statewide public service 
corporations on a gross earnings basis with two exceptions; the 
local pubHc service corporations are taxed under the general prop- 
erty tax: with one exception, that of telephone companies. This is 
the method also, with some requirements for listing of special items, 
used to tax general corporations in Minnesota. The public service 
corporations and the method of taxing them were discussed in the 
previous chapter, the general private business corporations and 
their taxation will be considered in the succeeding pages. 

The Assessment Law 

The law requires the officers of corporations organized and 
doing business in this state to make two returns — one, (section 816, 
Revised Laws of 1905), setting forth in detail the personal property 
owned by the company, as is required of every property holder; 
and the other, (section 838, Revised Laws of 1905), a list present- 
ing: (i) the name and location of the company, (2) the amount 
of capital stock authorized, and the number of shares, (3) the 
amount of capital stock paid up, (4) the market value, or, if they 
have no market value, then the actual value of the shares of stock, 
(5) the value of its real property, if any, (6) the value of its per- 
sonal property, (7) the total amount of all indebtedness, except 
the indebtedness for current expenses, excluding from such ex- 
penses the amount paid for the purchase or improvement of prop- 
erty. The aggregate amount of the fifth and sixth items shall be 
deducted from the total amount of the fourth item, and the re- 
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mainder, if any, shall be listed as bonds or stocks under section 
835, item 23. To put the matter specifically, the method of taxing 
corporations and stock companies "is to list and assess all their tangi- 
ble property, real and personal, the same as the like property of 
other persons and to list and assess their capital stock at its actual 
- or market value less the value of tangible real and personal prop- 
erty otherwise specifically listed and assessed." Under this meth- 
od no part of the capital can be taxed when the value of the com- 
pany's real or personal property, or both, exceeds the market value 
of its capital stock. 

What is known under the Massachusetts law as the "corporate 
excess'' would seldom exist under the returns required by the Minne- 
sota law. Very few corporations make any returns as required by 
section 838 of the Revised Laws of 1905, and the law as it now 
stands is practically obsolete. 

The method now in vogue in financing large corporations by 
issuing bonds as well as stocks is not recognized in the law. An 
example of this statement will make the point clearer. A corpora- 
tion issues $100,000 of bonds and $100,000 of stocks. Its property 
reported for assessment is listed for $100,000 and at its full value 
would sell for $150,000. There is in this instance a "corporate ex- 
cess" of $50,000 which under the Minnesota law cannot be taxed 
as a part of the corporation's possessions. The agreement in value 
between stocks and bonds in the ordinary business corporation would 
undoubtedly be the rule rather than the exception. The issue, how- 
ever, of large blocks of bonds by local public service corporations 
would not be returned for assessment by the corporations. The in- 
centive under our law would be to increase bonds and reduce the 
stocks since the so-called corporate excess could then be practically 
eliminated. While the bonds would be taxed in the hands of the 
holders, the principle of taxing at the source, as it is called, is ap- 
plicable to the stocks only, since the bonds are not listed as a part 
of the investment of the company. 

Comment of Mimiesota Tax Commission of 1902 

That the assessment of the property of that class of companies should 
not rest alone upon the value of their outstanding stock is demonstrably 
clear. Their bonded indebtedness is frequently a safer criterion than their 
stock issues. While it is a notorious fact that the market value of stock 
is greatly influenced by manipulations and the strife of "bulls" and "bears" 
in the pit, their normal, value is dependent upon the amount of bonded 
indebtedness which the company has incurred. A company with a prop- 
erty valued at $10,000,000, a capital stock of 100,000 shares having a par 
value per share of $100 could properly be assessed upon the basis of the 
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stock alone if it had no bonded debt. In such a case, the value of the stock 
would equal the value of its property. But the stock of such a company 
having a bonded indebtedness of $5,000,000 would naturally be much less 
than par. The extent to which it falls below par will depend upon the 
company's earnings, the dividends declared and its future prospects. Theo- 
retically, the market value of the stock, together with the value of the 
bonds equals the value of the property. No more scientific or just basis 
for arriving at the valuation of such property for assessment purposes 
is conceivable. 

Justice laggard's Comment 

Judge Jaggard in his work, "The Law of Taxation," at page 
207 says : 

The present rule in Minnesota is that the market value of stock less 
tangible property represents the value of franchises (and of other intangi- 
ble property) without deduction of debts. It is certain that^ in practifie, 
this rule allows the escape from taxation of enormous masses of valuable 
property. By way of contrast the recent franchise laws in New York 
justify a careful study. 

The Status of Foreign Corporations 

The Minnesota law provides that a foreign corporation may 
have the same rights and privileges as a domestic corporation by 
complying with sections 2888-2890 of the Revised Laws of 1905. 
Under these sections the foreign corporation must maintain an 
office and agent in the state, file a copy of its certificate x)r articles 
of incorporation together with a sworn statement showing the pro- 
portion of the capital stock of said corporation which is represented 
by its property located and business transacted in the state. When 
the filing fee is paid the secretary of state is authorized to issue n 
certificate indicating that the corporation is entitled to do busi- 
ness within the borders of the state and is legally accredited with 
the privileges and rights of a domestic corporation. The taxation 
of foreign corporations therefore is carried on in the same way 
and under the same provisions of the law as that of domestic cor- 
porations. 

The Status of the Shareholders as Tax Payers 

The owners of shares of domestic corporations as well as those 
holding the shares of foreign corporations certified to do business 
in Minnesota are not required to list their property, since the prop- 
erty of the corporation is listed and taxed as provided by section 
838 of the Revised Laws of 1905. As stated above, the corpora- 
tion is taxed in lieu of the shareholders. The principle has not been 
extended to bond holders. Under section 816 of the Revised Laws 
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of 1905 bonds are assessed to the owner the same as other personal 
property. The section (8i6) reads as follows: 

Every person of full age and sound mind, being a resident of this state, 
shall list all his moneys, credits, bonds, shares of stock of joint stock 
or other companies or corporations (when the property of such com- 
pany or corporation is not assessed in this state), moneys loaned or in- 
vested, annuities, franchises, royalties and other personal property. 

The question of the method of taxing holding companies has 
been raised at various times by assessing officers. The shares of 
a holding company are not taxable as such, but all other property 
belonging to it in the form of money, credits, furniture and the 
like should be assessed against it just as in the instance of any 
other company. See State vs. St. Paul Union Depot Company, 42 
Minn. 142. 

Taxation of Banks 

The Minnesota law providing for the taxation of banks and 
trust companies has been, next to the gross earnings tax, the most 
satisfactory part of the tax code. The law operates almost auto- 
matically and under a full value assessment would produce most 
excellent results. As it is now, the state board of equalization has 
equalized the assessment of banks, both national and state, at fifty 
per cent of their book values. The same principle as that seen 
in the corporation law is enacted into the law so that the banks pay 
the tax for the stockholders. The law provides that the assess- 
ment shall be made in the town, city or village where the bank is 
located, no matter whether the stockholders reside in the place, on 
the theory that the bank earns its dividends from the people in 
the community. The real estate possessions of a bank are listed 
and assessed just as other real estate is listed and assessed, but the 
law requires the cashier or other officer to list the shares. In order 
to determine their value the bank officer is also required to give 
(i) the amount and number of shares of capital stock, (2) the 
amount of the surplus or reserve fund, including undivided profits, 
and (3) the amount of its legally authorized investments in real 
estate. The assessor is then required to deduct the amount of the 
real estate, which is assessed as other real estate, from the aggre- 
gate amount of the capital and 'surplus funds; the remainder is then 
taken as the basis for the valuation of the shares held by owners of 
the stock. The law also requires the bank to deduct the amount 
of the tax before the dividends are paid. 
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In the making of the assessment against commercial banks two 
minor questions arise. One of these relates to the deduction of fur- 
niture and fixtures from the aggregate of capital and surplus, and 
the other is the deduction of the mortgages held by the bank and 
registered under the mortgage registry tax law. In reply to the 
first it may be answered that furniture and fixtures are purchased 
out of capital and represent an investment just as monfey put into 
a note is an investment. In 1907 some assessments were made by 
reducing the bank's assessment by the amount of the investment 
in furniture and fixtures. This was without doubt outside of the 
law and was in effect the making of three assessments — one on real 
estate, a second on personal property in the form of furniture and 
fixtures, and the third, the assessment against the bank on behalf 
of the shareholders. The law contemplates just two — (i) the real 
estate, (2) the capital and surplus minus the real estate. 

The second question is more serious. Supposedly the tax on 
mortgages relieves the owner from a second tax, and it was in- 
evitable that the question should be raised regarding the deduction 
of the amount invested in mortgages from the capital of the bank 
for assessment purposes. The bank's capital, however, is not in- 
vested in mortgages, but is carried in the form of quick assets to 
meet the demands of depositors for money. If a trust company 
held municipal bonds (supposing they were exempt from taxation), 
registered mortgages and stocks of a railroad in Minnesota equal 
in amount to the capital and surplus of the company, that concern 
would escape taxation entirely when judged by this criterion. It 
is the stockholders who are being taxed, and the bank acts as their 
agent in the assessment and payment of the tax. 

The savings banks of the state are assessed in a somewhat dif- 
ferent manner (section 839, Revised Laws of 1905). From the ag- 
gregate of the assets the liabilities are deducted and the remainder is 
listed as credits according to section 835 of the Revised Laws of 
1905. The real estate is assessed as other real estate. The law enu- 
merates the following items as essential to the completion of the as- 
sessor's list : ( I ) the amount of money on hand or in transit, (2) the 
amount of funds in the hands of other banks, brokers, or others sub- 
ject to draft, (3) the amount of checks or cash items not included in 
either of the preceding items, (4) the amount of bills receivable, dis- 
counted or purchased, and other credits due or to become due, includ- 
ing accounts receivable, and interest accrued but not due, and inter- 
est due and unpaid, (5) the amount of bonds and stock of every kind 
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(except United States bonds), and shares of capital stock of joint 
stock or other companies or corporations held as an investment, or 
in any way representing assets, (6) all other property appertaining 
to said business, other than real estate, (7) the amount of all 
deposits made with them by other persons, (8) the amount of all 
accounts payable, other than current deposit accounts. The aggre- 
gate amount of the seventh and eighth items shall be deducted from 
the aggregate amount of the first, second, third, fourth, fifth and 
sixth items, and the remainder, if any, shall be listed as credits 
under section 835. 

There being no shareholders in the savings bank, the law does 
not attempt to tax the depositors at the source by making an as- 
sessment against the bank as the agent of the depositors, but mere- 
ly attempts to assess in addition to the real estate any surplus the 
bank may have over and above liabilities. The theory of the law 
(proven many times to be untenable) is that the holders of deposits 
in savings banks, and for that matter in commercial banks, will list 
the amount of their deposits according to the provisions of sec- 
tion 835. As was shown in chapter III, money reported for as- 
sessment purposes amounted to but 3.8 per cent of the total bank 
deposits held in the banks of the state, a clear indication of the 
futility of that part of the law. 

Under the requirements of chapter 1 1 1 of the General Laws of 
1907, practically all the private banks have organized as state banks. 
The consequence of this movement will be to remove the uncertainty 
of the assessment made against so many of the private banks, since, 
being organized under the state law, they will be assessed accord- 
ing to section 840 of the Revised Laws of 1905. 

Summary of Taxation of Corporations in Minnesota 

In every instance where banking, manufacturing and com- 
mercial corporations are assessed, the real estate is valued for tax- 
ation purposes separately. With the exception of financial cor- 
porations the personal property is assessed in the same manner as 
that of individuals, and in the case of the assessment against share- 
holders the law presumes that the shareholder is properly assessed 
when the corporation pays the tax arising from the assessment 
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against the company. Stated briefly and graphically, the situation 
may be depicted as given below : 

1. Manufacturing s^nd mercantile corporations 

a. Value of all real estate 

b. Value of all personal property 

c. Value of corporate excess due to difference between capital and the 

aggregate of the personal and real property. This diflference is 
listed as bonds and stocks under item 23, section 835, Revised 
Laws of 1905 

2. Commercial Banks 

a. Capital and surplus 

b. Real estate assessed and value deducted 

c. The remainder taken as the basis for the valuation of shares in 

the hands of shareholders 

3. Savings Banks 

a. Value of total assets 

b. Amount of total liabilities 

c. Real estate assessed 

d. Difference between the assets and liabilities listed as credits under 

section 835, Revised Laws of 1905 

It will be seen from the schedule above and what has already 
been said that the corporate excess cannot be, even in the case of 
local public utility companies, any considerable sum, since the bond- 
ed debt is ignored as a part of the investment in the corporation. 
The supposition under the Minnesota law is that the shareholders 
shall be taxed thru the medium of the corporation, but the bond 
holders are to be trusted to list their property as individuals. The 
same statement holds good for the method of taxing deposits in 
both commercial and savings banks. The law does not hold the 
bank responsible in any way for the listing of deposits as property 
subject to taxation, but looks to the owner of the deposit to return 
it to the assessor when called upon to do so. The amount of bonds 
and stocks returned under the assessment of 1908 in class 23 of per- 
sonal property is $15,340,313. Section 838 of the Revised Laws 
of 1905 calls upon officers of corporations to list capital, real estate 
and personal property of the corporations represented by them, but 
they have in most instances failed to do so because they were un- 
certain as to the meaning and purpose of the section. The law as 
it now stands does not do what was intended ; it needs restatement 
and on some points change in method. The failure in the Minne- 
sota method is due to the attempt to have franchises valued by the 
local assessors, who have no means of doing it satisfactorily. 
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What Has Been Done in Other States 

1. Massachusetts 

The law of the state under whose name this discussion is now 
teing carried forward provides for a property and franchise tax 
for business corporations. The property tax is levied on a valua- 
tion of real estate, machinery and merchandise made by the local 
assessor. The franchise tax is based upon the estimate of the capi- 
talization of the company by the commissioner of corporations. 
The rate of taxation on the property assessment is the local rate, 
the rate for the franchise tax is the average of the annual rates 
of the commonwealth for the three previous years. The franchise 
value is found by -taking the fair cash value of all the shares of 
the corporation on the preceding first day of May. From this value 
the tax commissioner deducts the value of the real estate and ma- 
chinery within the commonwealth subject to local taxation and of 
the securities that owned privately would not be subject to tax- 
ation. The commissioner also deducts property owned in another 
state and subject to taxation there. ' The amount of the franchise 
value is limited to an assessment not to exceed 20 per cent of the 
value of the real estate, machinery and merchandise, while the 
amount of the tax levied against the franchise shall not be less 
than one-tenth of one per cent of the market value of the capital 
stock at the time of the assessment. 

Foreign corporations are required to pay for the use of the 
commonwealth an excise tax of one-fiftieth of one per cent of their 
capital stock. 

The savings banks of the state are required to pay a tax, in 
addition to the real estate tax, of one-half of one per cent per annum 
upon the average amount of deposits for the six months preceding 
the first days of May and November. The real estate, United States 
bonds, the shares of banks held by the savings banks already taxed, 
are not included in the one-half per cent tax but are deducted from 
the amount of the deposits. Massachusetts has many other laws 
relating to taxation of corporations, but the two discussed above 
are the ones in which the people of Minnesota are particularly in- 
terested. 

2. New^ York 

The New York corporation tax law is greatly complicated, 
since it lays a tax on capital, on franchise, and on personal and 
real property. The taxes on capital and franchise are levied and 
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collected by the state, the personal and real property tax is levied 
by the locality in which the property is found. The corporation is 
taxed separately by the state and the local government; the state 
tax on franchises does not commute the local tax on the personal 
property of the corporation. 

The franchise tax varies with the dividends of the corporation 
and the amount of its assets and liabilities. The varying tax may 
be roughly classified as follows : 

Class I Where dividends are more than 6 per cent the tax is at 

the rate of % mill for each per cent of dividend de- 
clared oti the capital during the year 

Class II Where dividends are less than 6 per cent but assets do not 

exceed liabilities exclusive of capital stock 

or 
Stock price did not exceed par value 

or 
If no dividend was declared the rate is ^ of 1 mill on the 
capital stock 

Class III If dividends are less than 6 per cent and the assets exceed 

the liabilities by an amount equal to or greater than the 
par value 

or 
The price of the stock averaged higher than par value, the 
tax is at the rate of IJ^ mills on the valuation of the 
capital stock 

Class IV When the corporation has more than one kind of stock, 

and a dividend of 6 per cen-t or more has been paid upon 
the par value of any of the stock, the rate is 54 of 1 iiji^l 
upon each one per cent of dividends, and upon the remain- 
der of the stock upon which a less dividend than 6 per cent 
has been paid, or no dividends at all the rate shall be the 
same as class II 

The financial and certain manufacturing corporations and pub- 
lic utility companies do not fall under these classifications, but are 
taxed separately. The trust companies and savings banks pay a 
franchise tax. In the first instance the tax is one per cent of the 
total capital, surplus and undivided profits, in the second case the 
savings banks pay a tax of one per cent on the par value of surplus 
and undivided earnings. 

3. Pennsylvania 

This state adopted a constitutional amendment in 1873 which 
provided for taxation in the following language : 

All taxes shall be uniform upon the^ same class of subjects within the 
territorial limits of the authority levying the tax. 

Under this provision Pennsylvania has evolved an elaborate 
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and comprehensive plan of raising revenue without the necessity of 
a state tax on general property. ^ ' 

So far as relates to business concerns, and excluding from this 
category the public utility companies, the state of Pennsylvania 
levies in addition to the local real estate tax a tax on capital, on 
bonds and credits, and on mercantile sales. 

a. Tax on Capital 

On the capital of all companies, except banks, foreign insur- 
ance companies and manufacturing companies (liquor producing 
companies being an exception from the exception) and companies 
with the right of eminent domain, a tax of 5 mills payable to the 
state is levied. The officers of the companies are required to make 
an annual statement of the cash value of the companies' capital, and 
upon this amount, not upon the nominal value, the 5 mill tax is 
levied. The same payment is required of foreign corporations en- 
gaged in business in Pennsylvania on the basis of the capital em- 
ployed in the state. The value of the capital stock is determined 
by earnings, prices of stocks and property owned. 

b. Tax on Bonds and Credits 

The tax on capital stock relieves the corporation from the state 
tax on real estate and from a tax upon the bonds owned by the 
corporation. The tax is not imposed upon the corporation but on 
the bonds owned by residents of the state. The corporation, how- 
ever, is required to collect the tax due from the owners to the state. 
For the work and responsibility of collecting the tax the state allows 
the corporation a commission of 5 per cent. The tax itself is 4 
mills on the value of the bonds. 

In addition to the commuting of the personal property tax on 
bonds by a flat rate of 4 mills, the statutes also provide for the 
commuting of the personal property tax on mortgages, moneys 
owed by solvent debtors, agreements and accounts bearing interest, 
shares of stocks and loans of corporations and companies except 
those liable to the capital stock tax — in fact, what are generally 
known as credits. Of these taxes the state retains one-fourth and 
returns three-fourths to the local governments. 

c. Tax on Mercantile Sales 

Such concerns as do not fall under the provisions of the taxes 
referred to above and which are engaged in the sale of commodities 
pay a tax in lieu of the personal property tax. The tax on mer- 
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cantile business is called by the supreme court of the state a tax 
upon the mode of doing business as determined by sales. The tax 
paid by retailers is one mill on each dollar of the whole volume, 
gross, of business transacted annually. The wholesaler pays one- 
half mill on the volume of his business. In addition an annual 
mercantile license is paid by business concerns varying with the 
character of the business. 

Conclusions from the Experience of Other States 

In the instances of the three states cited above the laws enacted 
place the taxation of the real estate of the various business concerns 
in the hands of the local governments. The same statement holds in 
part for the personal property. Pennsylvania has coijimuted even the 
local tax on personal property by levying a state tax on capital stock 
and dividing the proceeds with the local governments. Massachu- 
setts has reduced the local personal property assessment to the val- 
uation of machinery and merchandise, but New York continues, 
locally, the old general property tax. The complete reliance of the 
state of Pennsylvania upon special taxes has resulted in a large rev- 
enue and a corresponding increase of expenditure which a small state 
tax upon the property of the state might have materially checked, 
by arousing a larger interest and a closer inspection of the state 
budgets. 

The advance which has been made toward the separation of 
state and local revenues is found in the separate taxation of real estate 
by the local authorities. In return for this concession the state 
authorities have been permitted to collect the larger part of the rev- 
enue from special taxes, the most important of which appears in the 
form of a franchise tax. Massachusetts bases the tax on the cor- 
porate excess over real and personal property. New York levies a 
tax based upon earnings and the value of the stock, and Pennsylvania 
asks the corporations to pay a tax levied upon the actual value of the 
shares at a flat rate. 

The system of corporation taxes possible of development out 
of the laws created in Massachusetts, New York and Pennsylvania 
is briefly outlined below : 

a. Corporations, Business and Manufacturing 

1. Tax on real estate by local authorities 

2. Personal property of corporations to be exempt from taxa- 

tion 
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3. .Tax on stocks and bonds, after deducting the amount of the 
real estate, at the rate, for example, of 3 mills, or $3 per 
$1,000 of value; this tax to be administered by the 
state authorities and paid by the corporation for the own- 
ers to the state 

b. Mercantile Corporations 

1. Personal property to be exempt 

2. Tax on gross volume of business at a rate possibly not less 

than 4 mills for retailers and 2j4 mills for wholesale 
dealers 

3. Tax on real estate owned or leased by the companies 

c. Commercial Banks 

1. Tax on capital, surplus and undivided profits (deducting 

the value of real estate) at the local rate 

2. Tax on real estate owned 

d. Savings Banks 

1. Tax on surplus and undivided earnings at local rate of tax- 

ation 

2. Tax of 3 mills on the average amount of deposits in the 

bank during the year, less the amount of real estate and 
bonds, United States and non-taxable bonds and regis- 
tered mortgages held by the bank 

3. Tax on real estate owned by the bank at the local rate 

The plan outlined above is not recommended by the commis- 
sion, but is presented for the consideration of the people of the state. 
It is a combination of the Minnesota tax on commercial banks, which 
is presented without modification, the Pennsylvania franchise tax 
and the tax on mercantile establishments and the Massachusetts tax 
on savings banks. As has been shown in this chapter, the Min- 
nesota law is not satisfactory and the outline above given is a sug- 
gestion of improvement in the method of taxing corporations in this 
state. 

In the reading of this chapter it should be remembered that the 
taxation of public utility corporations has been considered in the 
previous chapter and what ;s here attempted is the discussion of the 
taxation of business, financial, and mercantile concerns. 
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CHAPTER VIII 

THE TAXATION OF IRON ORE LANDS 

In its preliminary report published in 1907, the commission 
presented the iron ore situation, the method followed in making the 
re9,ssessment, and the results of the new valuation. What is said 
in this chapter is in a large part a repetition of what was presented 
in the report referred to above ; in the succeeding chapter new ma- 
terial has been added and the statistics brought down to date. The 
justification for the repetition is the general public interest in the 
mining lands of the state. 

Resolutions of the House of Representatives 

Three resolutions dealing with the valuation of the iron ore 
properties of Minnesota were introduced in the legislature of 1907. 
The first of these, offered on April 4th, was the resolution prepared 
by the joint legislative committee of the house and senate appointed 
to investigate the best method of taxing the iron ore lands within 
the state of Minnesota, pursuant to a resolution which recited, 
among other things, that the ore lands did not bear their just share 
of taxation and were grossly undervalued for that purpose. The 
resolution went on to say, further, that all iron ore land should 
be taxed on an ad valorem basis, and that the total taxable value of 
such lands should be pkced between $210,000,000 and $250,000,000. 
On the same day Mr. Jefferson offered a resolution instructing the 
state board of equalization to fix the valuation of the iron ore prop- 
erties at not less than $300,000,000, and further stating that copies 
of the resolution should be sent to the governor of the state, state 
auditor, and attorney general as ex-officio members of the board of 
equalization. These resolutions, under notice of debate, went over 
until another day. The third resolution, which was the only one of 
the three adopted, was offered on the 24th of April by Mr. Lennon, 
and stated that from the information gained by the report of the 
investigating committee on iron ore lands, "it is the sense of the 
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House that the assessment on such lands should be raised to $225,- 
000,000, approximately." 

The passage of this resolution by the house and the presentation 
of the others in^the legislature brought the matter of the assessment 
of ore lands to the consideration of the recently created tax commis- 
sion. 

The Bjorge and Jefferson Petition 

Upon the adjournment of the legislature two members of the 
house, Messrs. Bjorge and Jefferson, presented a verified petition to 
the tax commission calling upon them to examine the facts and 
make a valuation of the holdings known as the iron ore properties. 
The petition is set forth as follows : 

State Capitol, St. Paul, Minn., April 24th, 1907. 
To the Honorable S. Lord, F. L. McVey and O. M. Hall, 
Members of the Minnesota Tax Commission: 
The petition of the undersigned, H. O. Bjorge and R. H. Jeflferson, re- 
spectfully states and shows to your honorable body as follows, to-wit: 

1. That your petitioners are members of the House of Representa- 
tives, and that they have been regularly in attendance upon the thirty-fifth 
session of the legislature. That during all of, said time they have given 
special attention to the proper manner of taxing the iron ore properties 
in the northern part of the state, so that the same might bear their just 
and equitable proportion of the burden of supporting the state and local 
governments. 

2. That early in the present session of the legislature Senators Cooke, 
Smith, Laybourn and V. L. Johnson and Representatives Zelch, Wells, 
Wright, Miller and E. M. Webster were duly appointed a joint committee 
to investigate, on behalf of the legislature, the best methods of taxing the 
iron ore properties. That there was submitted to the said committee a 
large amount of testimony bearing upon the said iron ore properties, the 
amount of iron known to be in the ground, the quality and merchant- 
ability thereof, the expense of mining the same and shipping and deliver- 
ing the same at the terminal markets therefor. That thereafter the said 
joint committee made a report to the legislature, said report being signed 
by all the members of said committee, except Senator Johnson, setting 
forth their findings and recommendations. 

3. That, among other things, the said joint committee found that there 
is now in sight on the Vermillion and Mesaba ranges alone 1,400,000,000 
tons of iron ore, and that in the year 1906, there was paid in all taxes upon 
said ore properties only the sum of $1,500,000 for all purposes, state and 
local, and that of the said sum approximately $196,000 was paid to the state 
as state taxes. 

4. That the record of the testimony taken by. and submitted to the 
said joint committee is now on file with the secretarv of the Senate. That 
the same shows that the said iron ore properties are now and have been 
for many years last past grossly undervalued for purposes of taxation. 
That the said committee was convinced of that fact, and that one of the 
conclusions set forth in their said report is to the effect that the said iron 
properties "should be largely increased above their present valuation." 

5. By reason of the premises, your petitioners, on their information 
and belief, further aver and charge the fact to be that the said iron ore 
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properties, and all thereof, are not now and have not been during any of 
the years hereinafter mentioned assessed for purposes of taxation at any 
time more than one-fifth of the value which should have been during all 
of said time, and which ought to be now placed upon them for purposes 
of taxation. 

Wherefore, your petitioners respectfully pray that you will proceed 
under and according to Sections 854 to 858 inclusive of the Revised Laws 
of Minnesota for the year 1905, as amended by the terms of the act cre- 
ating the Minnesota Tax Commission, of the General Laws for the year 
1907, to appoint some competent citizen or citizens of the state, not a 
resident of either or any of the counties wherein the said iron ore proper- 
ties or any part thereof are situated, as examiner or examiners to ascer- 
tain the character, location, value and ownership of the said iron ore prop- 
erties and all thereof, for the purpose of securing a revaluation and reas- 
sessment of said properties and all thereof for the years from 1896 to 1906 
inclusive. 

Respectfully submitted, 

(Signed) H. O. Bjorge 

R. H. Jefferson 



> ss. 
. J 



State of Minnesota, 
County of Ramsey 

On the 24th day of April, 1907, before me personally appeared H. O. 
Bjorge and R. H. Jefferson to me known to be the persons described in, 
and who executed, the foregoing instrument, and acknowledged that they 
executed the same as their own free act and deed. 

(Signed) H. O. Bjorge 
R. H. Jefferson 
Subscribed and sworn to before me this 24th day of April, A. D. 1907. 

(Signed) C. H. Melby 
Member of the Legislature, 17th District 
My commission expires December 31, 1908 



Power to Make Real Estate Assessment in Odd 
Numbered Years 

Under the law real estate assessments were made in the even 
numbered years. To change the values of such extensive prop- 
erties raised a question of the authority of the commission or state 
board of equalization to alter the real property assessment of 1906. 
The decision of Attorney General Childs made in 1893 maintained 
that the assessment could not be disturbed until the next assessment 
period. In doubt upon this important point, the commission re- 
ferred the matter to the attorney general's office and received the 
following reply, which sets forth the views of the attorney general , 
on the question of reassessment : 
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July 17, 1907. 
Minnesota Tax Commission, Capitol, St. Paul, Minn. 

Gentlemen: This office has for acknowledgment your favor of the 
15th inst., in which you ask for the opinion of this office on the following 
questions: 

First. "Has the State Board of Equalization power and authority of 
revising and reconsidering the assessment of real estate in odd numbered 
years?" 

In answer to this question, I would say that this office is of the opinion 
that the State Board of Equalization has power to equalize real property 
valuations in odd numbered years, subject to the rules enumerated in Sec- 
tion 863 of thtf Revised Laws, 1905. 

We are aware that General Childs on September 9th, 1893, rendered an 
opinion under the same statutory provisions as those now involved, in 
which he took a position contrary to the foregoing, but notwithstanding our 
regard for his high legal attainments, we are constrained to differ with 
him on this point. Section 863 provided inter alia: 

*'The board shall meet, annually on the first Tuesday of September, 
* * * and compare the returns of the assessment of the property in the 
several counties, and equalize the same at its true and full value, subject 
to the following rules: 

1. They shall add to the aggregate valuation of the real property of 
every county, which they believe to be valued below its true and full value 
in money, such per cent as will bring the same to its true and full value 

.in money. 

2. They shall deduct from the aggregate valuation of the real property 
of every county, which they believe to be valued above its true and 
full value in money, such per cent as will reduce the same to its true and 
full value in money. 

The mere fact that an improper valuation had been put on real prop- 
erty at the time it was listed (during the even numbered year) should not 
result in the continuance of the improper valuation for another year after 
the attention of the State Board shall have been directed to a subject which 
might have escaped its attention the preceding year. 

Second. You further ask for the opinion of this office as to whether 
the Tax Commission under Subdivisions 4 and 5, Section 12 of Chapter 408, 
Laws 1907, has the power of revaluing property at any time prior to the 
meeting of the Board of Equalization. 

In answer to this second question, I would say that it is the opinion 
of this office that the State Tax Commission would have the power to 
raise or lower the assessed valuation of any or all real and personal prop- 
erty, assessed for taxation for the current year, at any time after the 
county boards of equalization have completed their duties in regard to the 
equalization thereof and prior to the meeting of the State Board of Equal- 
ization, subject to review by the latter board. 

Very truly, 
(Signed) E. T. Young, Attorney General. 

Per C. Louis Weeks. 

The Problem of Valuation 

The problem of taxing the iron ore properties having come be- 
fore the tax commission, two questions required early considera- 
tion — one, how to ascertain the value of such properties ; and the 
other, what basis of valuation would be accepted as a means of get- 
ting at the value. Upon the method of procedure two limitations 
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were placed — one of the constitution and the law, in which the prin- 
ciples of the general property tax had been laid down ; and the other, 
the nature and character of the industry itself. 

Many opinions existed among mining men, state officers, mem- 
bers of the legislature, and the public generally, as to the value of 
ore in the ground. The values were stated to be for ore in the 
ground from five cents to one dollar per ton. Even mining men 
themselves placed the values for taxing purposes at amounts vary- 
ing from two cents to thirty cents per ton. There was therefore 
little in the form of definite information to be had regarding the 
basis of taxation of iron ore properties. 

The method of making the assessment of properties on the 
ranges was the outcome of experience. The attempts of assessors 
to value iron ore properties were accompanied by complaints of in- 
equalities among mine owners that finally created a sort of de facto 
board of equalization, which determined the value of the different 
operating mines according to output. This system, while unsatis- 
factory from the point of view of equalization of values, was ac- 
cepted by the mining men as more satisfactory than the valuation 
made under the assessing machinery of the local governments. Ev- 
ery two years the mining representatives met at Duluth and dis- 
tributed the real property assessment over the operating mines ac- 
cording to their output. The small mines were the losers and the 
larger and more valuable mines the gainers by this method ot valua- 
tion. Prior to 1897, the tax levied upon the mines of the state was 
at the rate of one cent per ton of output. This law was repealed 
and the tax determined by the assessed value of the mining property. 
The commission therefore had no criterion by which to determine 
the values. Prior to 1897 the tonnage tax, after that date the valu- 
ations, continually shifted with the growth of the properties, and 
the distribution to mines according to output prevented the estab- 
lishment of any principle of local assessment. 



Extent of Iron Ranges 

A word of comment regarding the extent and method of oper- 
ating the properties will bring out the difficulties of assessment more 
clearly. Iron ore beds in the state of Minnesota are found in St. 
Louis, Itasca, Lake, Cook, Otter Tail, Aitkin, Morrison and Crow 
Wing counties. Three distinct ranges have been opened — ^the Mesabi. 
the Vermillion, and the Cuyuna. The Mesabi range extends thru 
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the entire width of St. Louis county into Cook and Itasca counties. 
It is about one hundred miles in length and from two to ten miles 
in width. The area covered by it is about four hundred square 
miles. The Vermillion range extends from Ely to Tower, a dis- 
tance of thirty miles. The Cuyuna range, only indefinitely ascer- 
tained, extends thru the counties of Aitkin, Crow Wing and 
Morrison. The width of this range is unknown. A fourth body 
of ore has been discovered in Otter Tail county. The Vermillion 
range was opened in 1884, the Mesabi in 1892, and the Cuyuna in 
1905. The discoveries in Otter Tail county have been made in 
1907. Professor Van Hise, in speaking of the Mesabi range in 
his letter of transmittal of the monograph on the Mesabi to the 
bureau of the United States geological survey said: "Discovered 
only about ten years ago, in the early nineties, the Mesabi district 
has today no rival in its production or reserve of iron ore. The 
geological succession in the district, the unusual size, shape, and[ 
structure of the ore bodies, their manner of development, and the 
peculiar and rapid methods of exploitation of the ore, all present 
features of unusual scientific and economic interest." The ore body 
on the Vermillion range varies from 10 to 20 feet in thickness to 
100 to 125 feet, and there are some 'instances where the depth of 
the ore is as great as 500 feet. It is not to be understood, how- 
ever, that these ore bodies are of the same stmcture thruout and 
that obstructions of rock are not to be found running thru them. 
The most remarkable example of ore depth has been found in the 
recent discoveries made in Otter Tail county,, where some borings 
have indicated a thickness of 805 feet. This ore, however, is mixed 
with sand, and has a 40 per cent iron content. 

Methods of Mining 

Three general methods of mining are employed in getting the 
ore out of the ground : 

1. Open Pit 

The open pit, or steam shovel method of mining. The over- 
burden is stripped from the ore with steam shovels, and while the 
thickness of the drift has in the past only been removed up to the 
thickness of the ore, there have been instances where even a greater 
depth of overburden has been removed in order to get out the ore. 
Tracks are built out on the ore deposits and the steam shovels make 
a cut thru the ore. The shovel is then set over against the bank 
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made by the recent cut and another slice is taken off and loaded 
onto cars, which are run into the cut already made. As the 
work proceeds, the deposit has the appearance of a series of terraces, 
and on each of these a number of steam shovels may be worked at 
one time. The best examples of such mining are seen in the Moun- 
tain Iron, Mahoning and Biwabik mines. More than half of the 
ore now mined on the range was taken out by this process. 

2. MiUing 

A second method is known as milling. The drift of over- 
burden is removed, as in the case of the open pit method. A shaft is 
sunk along the edge of the wall rock down to the level of the ore 
deposit and cross cuts are run into the ore from the shaft. Uprises 
without timbers are made and the ore received at the surface is 
pushed down the chutes into cars below. It is then trammed to 
the shaft and hoisted to the surface. About 7 per cent of the ore 
is mined by this method. 

3. Underground 

A third method, known as the underground, includes the sys- 
tems of caving, slicing and room mining. Shafts are sunk into the 
ore near the wall rocks and extending pretty well down to the bot- 
tom of the deposit. Cross cuts are run diagonally and at right angles 
into the body of the ore. Raises are sent up to the surface of the 
deposit and the ore drawn in from the top by drift slicing. As the 
levels are removed the surface is allowed to cave in until the ore 
has been taken out to the base of the deposit. In the instance of 
room mining, openings of three or more sets called rooms, from 
twenty to forty feet wide, are run up from the main drift to the top 
of the deposit, the sides being lagged. Pillars of ore are left. The 
drift above is allowed to cave in, filling the rooms. The pillars are 
then taken out by slicing, either from above or below.* 

The open pit method of mining is far the cheapest, the under- 
ground the most expensive, and the milling method intermediate. 
The open pit method saves all the ore and permits sorting without 
the expenses of lighting, timbering, and large forces of men. The 
open pit method is limited, however, by the grade of the road for 
hauling, by the extent of the ore body and the depth of the over- 
burden. While the annual production is large, the capital required 
to carry on the stripping is extensive. 



♦Leith, Mesabl Iron Bearing District, pp. 281-283. 
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By the underground method there is little outlay. The mine 
can be worked the year round, and the operator gets a return that 
goes toward the expenses from the start of the enterprise. 

The milling method costs less than the underground, but it has 
some of the disadvantages of both the underground and the open pit 
methods. The tendency, however, is markedly toward the increased 
use of the steam shovel in the mining of ores on the Mesabi. 

Holdings in Fee and Lease 

The iron ore properties are held in fee and in lease. Owner- 
ship in fee, since the increased value of the iron properties, has in 
a large measure ceased to be the principal method of controlling iron 
properties. The investment of capital in fees creates a permanent 
interest charge, which mining companies are very anxious to avoid. 
The consequence is, that leases are made on a tonnage basis, by 
which the lessee agrees to pay a certain sum for every ton of ore 
that he takes out of the ground. The interests of the fee owner 
usually are guarded by the royalty on a minimum tonnage. Sub- 
leases are the rule, rather than the exception, the owner of the orig- 
inal lease sub-letting it to some operating company and receiving as 
his part of the transaction one, two, three, or even five cents on the 
tonnage put out by the operators. 

Securing Information 

, The problem before the tax commission was how to assess these 
properties, vast in extent and great in value. The first step was to 
secure information. Consultation with state officers, the collection 
of books, pamphlets, maps and newspaper clippings upon the iron 
properties, the securing of state documents and the reports of com- 
mittees, were the first steps towards getting information. After 
careful consideration of the situation and the problems involved, the 
' commission sent, under date o*f June i8th, a list of questions to the 
various companies engaged in the business of iron mining in the 
state of Minnesota. These questions were so framed as to cover 
every important phase of the mining industry, and the hope and ex- 
pectation was, to secure a large amount of information regarding 
the cost of operating, output, nature and character of ores, method 
of mining, and nature of ownership. The request for information 
was as follows : 
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The Tax Commission has under consideration the question of valuing 
for taxation purposes the iron mines and ore bearing properties located in 
the state. To this end and in order that there may be no injustice or 
discrimination, all owners of iron ore and mine operators are requested to 
co-operate with the Tax Commission and furnish the following data, as of 
May 1. 1907: 

a. SHIPPING MINES 

1. List and description of properties owned. 

2. List, description and terms of properties leased and controlled. 

3. Estiniated tonnage in mine or property. 

4. Classification of ore bodies. 

5. Physical characteristics of ores. 

6. Mining and other operating cost. 

7. Value of structures and equipment. 

8. Yearly shipment records since opening of mine. 
9., Annual receipts from sale of ores. . 

10. Amount of ore in stock pile. 

b. NONrSHIPPING MINES 

1. List and description of properties owned. 

2. List, description and terms of properties leased and controlled. 

3. Estimated tonnage in mine or property. 

4. Classification of ore bodies. 

5. Physical characteristics of ores. 

6. Mining and other operating cost. 

7. Value of structures and equipment. 

c. MINE PROSPECTS 

1. List and description of properties owned. 

2. List, description and terms of properties leased and controlled. 

3. Estimated tonnage in property. 

4. Classification of ore bodies. 

The Commission will appreciate any other information that will assist 
in determining the value of the property. 

It is the purpose of the Commission to have such property assessed 
and taxed on an equal basis with other property throughout the state. 

The Commission desires that this information be placed in their hands 
on or before July 15, 1907. 

Very truly yours, '^ 

(Signed) Rukard Hurd, 

Secretary 



Classification of Properties 

After a great deal of correspondence, the commission received 
late in August returns from practically every mining company en- 
gaged in operation and from individuals owning iron properties. 
This data was supplemented by information gathered by the com- 
mission during its visit to the range in the first half of August. 
Thru this visit the commission became familiar with types and 
locations of mines, character of ore, and general conditions existing 
in the mining business. 
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Meantime the questions of classification, analysis, and value of 
these properties were being considered carefully by the commis- 
sion. The differences existing between mines in their geological 
conditions, difficulty of mining, character of the ore and the nature 
of mining rights made it impossible to consider all mineral properties 
as belonging to the same group. For the purpose of making some 
distinction between the different mines and prospects, five grades 
of operating mines were created and four grades of prospects. 
These grades were determined by facts secured thru the data 
furnished by the mining companies and the observations of the corn- 
mission. The first grade of operating mines included . those that 
were operated at a low cost per ton and were putting out good 
grades of ore. A distinction was made between the mines in the 
first grade in that practically no mines approached the Mahoning 
and Hull-Rust in ease of operation and character of ore. Somewhat 
more expensively operated mines, tho distinctly above the sec- 
ond grade, were placed in the i-b class. These were mines like the 
Biwabik, Mountain Iron, Burt-Pool and Morris. The remaining 
grades of operating mines were determined by the cost of operation, 
returns and grades of ore. The prospect group was divided into 
four classes, depending upon the stage of their advancement toward 
an operating mine ; thus the first class of prospects were properties 
on the verge of mining operations. Good examples of this class are 
to be found in the instances of the Gilbert, Canesteo, Frantz, Iro- 
quois, and certain parts of the Hull-Rust and Mahoning properties. 
The second class prospects were those properties that had not been 
advanced so far on the road to operating mines, but upon which 
drilling and testing had demonstrated the presence of ore in paying 
quantities. The third class consisted of forties in the neighborhood 
of good tonnage properties. In the fourth class the ore land acreage 
was placed, since it had a more or less speculative value. 



Hearings on Taxation of Iron Properties 

The last of August the commission sent notice to the owners of 
iron ore properties calling upon them to appear on September 5th at 
TO a. m. in the rooms of the tax commission at the capitol in St. 
Paul and show cause why the valuations of the mining properties 
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should not be materially increased.* At the meeting, which was 
attended by representatives of practically all mine owners and op- 
erators, the commission presented its scheme of classification and 
a tentative list of valuations. Frank discussion and criticism fol- 
lowed, bringing out many valuable suggestions and much new 
information. The hearing was continued over to the following 
Monday, when the commission presented the final classification, 
rates, and valuation of the iron ore properties. 

Memorandum for Determining Valuation 

The factors taken under consideration in the valuation of 
mining properties are as follows : 

1. Geological conditions 

2. Difficulty of mining 

3. Character of the ore 

4. Character of mining rights 

Mining properties are divided into two grand groups — oper- 
ating mines and prospects. 

For the purpose of determining the valuation of operating 
mines, they are classed under five groups, as follows : 

Class 1. (a) Properties where mining is comparatively inexpensive and the 
ore high grade. 

(h) Properties where mining is comparatively inexpensive and the 
ore of lower grade. 

Class 2. Properties where mining is somewhat more difficult and mining 
cost greater than in the case of Class 1, and the ore of mixed 
grade. 



August 27, 1907 
♦Dear Sir: Complaint has been made that the existing assessed valu- 
ations for purposes of taxation of the iron mining properties controlled by 
you is disproportionate to and below the average taxable values of other 
real estate in Minnesota. 

Therefore you are hereby notified and requested to be and appear before 
this Commission at its oflEices in the State Capitol in the City of St. Paul, 
Minnesota, on Thursday, the 5th day of September, A. D. 1907, at 10 
o'clock a.m., and then and there show cause, if any there be, why the 
said assessed valuations of said properties should not be so increased as 
to be substantially equal to the average assessed valuation of other real 
property in this state. 

If it be more convenient for you to appear at any time prior to the 
date aforesaid, the Commission will be pleased to accommodate you in the 
matter. 

Yours respectfully, 

(Signed) Frank L. McVey 
Chairman 
Attest by 

Rukard Hurd 

Secretary 
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Class 3. Underground properties where the expense of mining is compar- 
atively low for that kind of mining and the ore of high grade. 

Class 4. Underground or milling pit properties of distin<itl> second grade, 
determined by a higher cost of mining and lower grade of ore 
than in the case of Class 3. 

Class 5. Mines of inferior character where expenses of operation are high. 

Prospects are classed under four groups, as follows : 

Class 1. Lands that have been drilled and test-pitted, and where strip- 
ping of the overburden has been carried on. In other words, 
where the property is about to become a mine. 

Class 2. Lands that have been drilled and test-pitted, and ore found in 
some abundance. 

Class 3. Unexplored lands near good mining properties. 

Class .4. Lands that have not been explored, but are in the well known 
ore belt. 



Rates of Valuation — Per Ton in the Ground 



Operating Mines. 



Clas s 1 I Class 2 | Cl as s 3 | Class 4 | Class 5 
"(a) 33c 27c 23c 19c 14c 
(b) 30c I 1 I 



Prospects | 15c | 10c | 8c | $3 to .$50 per acre 



Classification and Rates 

In the determination of the rates, the commission was con- 
fronted by a number of serious problems — how to get a taxable 
valuation of iron properties that would be fair to the state and to 
the owners of the properties. The rates arrived at were in the main 
determined by several factors : 

I St. The difference between the cost of mining and the aver- 
age price of ore during the last three years 

2d. By the present worth of the difference for a period of 
twenty years on a basis of four per cent rate of interest 

3d. By the percentage of the assessed valuation of real prop- 
erty in the state to the full value of such property 

The fact that the differences in mining cost vary greatly with 
the different properties, due to management, condition of the mine, 
presenfce of water, depth of ore, character of equipment, grades and 
location of ores, required the creating of more than one class of 
mining properties. The classes referred to in the memorandum 
above were created and the rates established for them were deter- 
mined as far as possible by the differences between mines in cost of 
operation, difficulty of mining, and grade of ore. This method of 
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valuation left much to be desired, but no better one was suggested 
at the hearing of mine owners, and it was the best that the commis- 
sion could do under the ad valorem requirements of the law. 



Summary of Results 

The report submitted by the mining companies and the owners 
of iron properties in the northern part of the state indicated 1,192,- 
509,757 tons of ore. This ore is owned and controlled as shown in 
the following table : 

Summary of Tonnage Valuation 

All Companies Oliver Iron Min. Co. Portion 

Class No. Tonnag-e Rate Valuation No. Tonnage Valuation 

1 2 43,185.685 33 $14,251,276 1 18,185,685 $6,001,276 

1-b 4 66,442.923 30 19,932,876 2 61.442,923 18,432,876 

2 4 25,176,067 27 6,797,538 4 22,676,067 6,122,538 

3 27 138.845,839 23 32,134,497 15 83,013,290 22,262,255 

4 28 91.494,762 19 17,653.975 5 34,492,748 6,553,640 

.5 28 105.821.134 14 14,561,749 5 60,666,159 8,493,283 

PI 25 271.863.523 15 40,779,516 16 212,522,123 31,878,316 

P2 41 204.635,249 10 .20,483,518 34 182,765,260 18,296,519 

P3 99 244.504,575 8 19,490,345 93 237,004,575 18,960,345 

P* 4 540,000 

Totals 262 1,192,509,757 $186,204,002 176 912,768,830 $137,562,048 

•Unclassed prospects. 



All Companies Average 

No. Tonnage Valuation Per Ton 

Shipping mines 93 470,966,410 $105,331,911 $.224 

Prospects 169 721,543,347 . 80,872,091 .112 

Totals 262 1,192,509,757 $186,204,002 $.156 

Oliver Jron Mining Co. Portion 

Average 
No. Tonnage Valuation Per Ton 

Shipping mines 33 280,476,872 $67,865,868 $.242 

Prospects 143 632,291,958 69,13B,180 .109 

Totals "m 912.768,830 $137,001,048 $.150 

In carrying on the work of valuation, the commission had the 
advantage of the services and advice of the inspector of state 
mining properties, Mr. F. A. Wildes, Jr. His knowledge, and the 
carefully prepared maps that the commission had secured, made it 
possible to locate the various descriptions on the map and in addi- 
tion to determine approximately the value of adjacent properties. 
When the task was completed, the figures showed a valuation of 
$189,459,702, distributed among the different classes of properties 
as follows: 
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No. Class Tonnage Valuation Acres 

Mines 2 1 43,185,685 $14,251,276 200 

Mines 4 1-b 66.442,923 19,932,876 800 

Mines 4 2 25,176,067 6,797,538 1,280 

Mines 27 3 138,845,839 •.32,134,497 3,329 

Mines 28 4 91,469.762 17,653,975 2,940 

Mines 28 5 105,821,134 14,561,749 1,995 

Tonnage prospects 25 1 271,863,523 40,779,516 3,565 

Tonnage prospects 41 2 . 204,635,249 20,483,518 3,950 

Tonnage prospects 99 3 231,504,575 19,490,345 9,640 

Acreage prospects 44 . . 998,000 2,675 

Unclassed prospects 4 . . 540,000 118,712 953 

Miscellaneous iron lands 1.810 .. 2,257,700 71,654 

Totals 2,116 1,192,509,757 $189,459,702 102,911 

To the amounts shown in the table above have been added the 
values of properties whose reports were delayed, amounting to 
$634,736, and the personal property assessments of $4,334,490. 
These additions make a grand total for the assessment of all iron 
properties of $194,428,928. 

The values of iron ore properties in the different counties ap- 
pear in the table below: 

St. Louis County .- $176,413,846 

Lake County 87,500 

Itasca County 12,927,144 

Crow Wing County. 31,212 

$189,459,702 



Report to State Board of Equalization 

The work of preparing the table of valuations for every assess- 
ment district in the iron ranges district prevented the commission 
from presenting its report to the state board of equalization until 
about September 20th. The state board of equalization referred 
the matter to its committee upon real estate, and the whole matter 
of the valuation was brought before the board in committee of the 
whole on October 9th. After considering the matter carefully the 
wState board of equalization accepted without change the valuation 
determined by the tax commission. 

The Asaessment of 1907 

The assessment made against the mining pi'operties for the 
year 1907 is set forth in the table given below : 

Valuation of Iron Properties as Determined September 9, 1907 

SHIPPING MINES 

Per- 
Name of Property Acres Class TonnELge Rate Valuation sonalty 

Hull-Rust 40 1 18,185,685 33 $6,001,276 $210,710 

Mahoning 160 1 25,000,000 33 8,250,000 39,415 

Totals ~m ~^ 43,185.685 "" $14,251,276 $250,125 
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SHIPPING MINES 



Name of Property Acres 

Biwabik 120 

Burt-Pool -f 240 

Morris 120 

Mountain Iron — Aetna 320 

Totals 800 



Name of Property Acres 

Fayal 840 

t Virginia-Lone Jack ....'. 40 

t Virginia-Ohio 80 

Stevenson 320 

tVirginia 

Totals 1,280 



Name of Property Acres 

Adams 280 

Adams-Spruce (Cloquet, 

Vega) 240 

Albany 120 

Bessemer 80 

Cass. (Cincinnati) 80 

Chandler 80 

Chisholm 80 

Clark 80 

Commodore 40 

Day 80 

Elba 120 

Franklin 40 

Glen 120 

Grant 160 

Higgins-McEwan 135 

♦Jordan 80 

Leonard 80 

Lincoln 160 

Miller 80 

Minorca 160 

PlUsbury 160 

Pioneer 160 

Savoy-Sibley 194 

Sellers 80 

Shenango 160 

Soudan 200 

Zenith 80 

Totals 3^,329 

Nstme of Property Acres 

Agnew 40 

Alberta 160 

•*Brunt 160 

Columbia 40 

Cyprus 80 

Fowler 40 

Prantz 40 

Genoa 200 

Hawkins 160 

Iroquois 120 

♦•Jennings 80 

Kinney 120 

Laura 40 

Leetonia 80 

Longyear 40 

Meadow '80 

Myers 80 

Mohawk 40 

♦St. James 120 











Per- 


Class 


Tonnage 


Rate 


Valuation 


sonalty 


IB 


5,000.000 


30 


11,500,000 


$25,000 


IB 


9,175,538 


30 


2,752,661 


39,425 


IB 


28,009,813 


30 


8,402,944 


36,150 


IB 


24,257,572 


30 


. 7,277,271 


221,680 




66,442,923 




$19,932,876 


$322,255 
Per- 


Class 


Tonnage 


Rate 


Valuation 


sonalty 


2 


. 15,313,587 


27 


14,134,669 


$150,100 


2 


2,418,000 


^ 27 


652,860 




2 


4,944,480 


27 


1,335,009 




2 


2,500.000 


27 
27 


675,000 


25.915 
60,780 




. 25,176,067 


$6,797,538 


$236,795 










Per- 


Class 


Tonnage 


Rate 


Valuation 


sonalty 


3 


16,150,248 


23 


$3,714,557 


$361,620 


3 


20,987,663 


23 


4,827,162 


235,930 


3 


6,574,000 


23 


1.512,020 


> 8,386 


3 


1,010,000 


23 


232,3r00 


29,055 


3 


75,000 


23 


17,250 


434 


3 


202,469 


23 


46,568 


92,160 


3 


6,503,089 


23 


1,495,711 


95,785 


3 


3.926,980 


23 


903,146 


92,535 


3 


2,100,000 


23 


483,000 


20,460 


3 


7,943,698 


23 


1,827,050 




3 


1,690,270 


23 


388,762 


39,63i 


3 


48,000 


23 


11,040 


5,260 


3 


7,605,602 


23 


1,749,289 


70.383 


3 


6,000,000 


23 


1,380,000 


60,000 


3 


3,572,285 


23 


821,626 


66,053' 


3 




23 


200,000 


2,780 


3 


9,471,281 


23 


2,178,394 


3,000 


3 


1,800,000 


23 


414,000 


121,095 


3 


2,500,000 


23r 


575,000 


84,721 


3 


369,000 


23 


84.870 


44,903 


3 


3,791.746 


23 


872,102 


14,800 


3 


5.286,333 


23 


1,215,857 


229,256 


3 


1,514,695 


23 


34^,379 


100,013 


3 


15,767,420 


23 


3,626,521 


3,145 


3 


11,000,000 


23 


2,530.000 


148,395 


3 


694,298 


23 


159,688 


31,593 


3 


2,261,762 


23 


520,205 


77,830 




138,345,839 




$32,134,497 


$2,038,623 
Per- 


Class 


Tonnage 


Rate 


Valuation 


sonalty 




4,000,000 


19 


$760,000 


$5,175 




80.000 


19 


15,200 






4,580,514 


19 


570.000 


57,551 




2,500,000 


19 


475,000 






500,000 


19 


95,000 






250,000 


19 


47,500 


' 5.998 




2,000,000 


19 


380,000 


2,500 




1,837,786 


19 


349,199 


53 684 




7,000.000 


19 


1,330,000 


9,004 




250,000 


19 


47.500 


35,170 




25,000 


19 


25,000 






5,500.000 


19 


1,045,000 


22,210 




1.500.000 


19 


285,000 


14,230 




5,000,000 


19 


950,000 






4,500.000 


19 


855,000 






400,000 


19 


76,000 


2.856 




4,670,446 


19 


887,384 


57,529 




1,575,000 


19 


299,250 


44,786 






19 


450,000 


6.060 



tLone Jack, Ohio and Missabe Mountain mines form Virginia mine. 
♦Arbitrary valuation. No tonnage report. 
♦♦Arbitrary valuation. No tonnage report until Nov. 7, 1907. 
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SHIPPING MINES 



Name of Property Acres 

St. Paul 80 

Stephens 280 



Troy 

Utica 

Victoria . , 
Wacoutah 
Webb .... 
Winnlfred 
•Yates ... 



40 
100 

80 
160 
120 

40 
320 



Tonnage Rate 

3,000.000 19 

27,586,656 19 

461,500 19 

1,303,000 19 

327,000 19 

5,000,000 19 

7,500,000 19 

147,860 19 

19 



Totals 2,940 

Name of Property Acres 

Adriatic 30 

•Ajax (Kanawha) 160 

Corsica l20 

Crosby ^.. 80 

♦♦Croxton 45 

Duluth 40 

Hector (Hale) 40 

**Hobart 40 

Holland 40 

Kellogg 40 

La Belle 80 

Larkln (Tesora) 40 

La Rut- 160 

Malta 80 

Mayas 40 

Monroe-Tener 160 

Morrow 40 

•♦Nassau 80 

Pearce 40 

Penobscot 40 

Pettit 40 

St. Clair 40 

Sharon 120 

Susquehanna 80 

•Williams (No. Cincinnati) 80 

Wills 160 

Yawkey 40 

Totals 1,955 



Name of Property 

Adams-North Dev , 

Bangor 

Canesteo 

Culver 

D'Autremont 

Fay 

Gilbert-Bender , 

Hanna , 

Hull-Rust 

Hull-Rust 

Leonidas 

McKinley 

Mahoning 

Mariska 

Mesabi Chief 

tVirginla-Missabe Moun- 
tain 

Monica 

Moose 

Niles-Hartley 

Norman 

Onondoga 

Sauntry- Alpena 

Shaw 

Spring 

Syracuse 



40 

80 

480 

40 

80 

40 

160 

160 

160 

200 

320 

320 

220 

80 

120 

160 
40 
89 
80 
40 
25 

360 
80 
80 

120 



Totals 3,565 



91,494,762 

Class Tonnage 

5 1,000,000 

5 2,000 

6 3,460,000 
5 350.000 
5 525,076' 
5 340,664 
5 ' 250,000 
5 1,837,317 
5 18,000 
5 2,443,500 
5 100.000 
5 400,000 
5 3,500,000 
5 47,700 
5 70,000 
5 38,938,770 
5 50.000 
5 3,908,682 
5 65,000 
5 4,404.600 
5 780,000 
5 2,055,120 
5 14,927,005 
5 26,000,000 

5 

5 210,000 

5 137,700 

~" 105,821,134 

TONNAGE PROSPECTS 

Acres Class Tonnage 



7,305,625 
2,705,400 

10,580,564 
4,446,194 
4,442.608 
6,500,000 

11,095,462 
600,000 

49,229,409 

46,364.963 
4,324,382 
1.542,670 

48,000,000 

200,000 

7,172,100 



10,154, 

200, 

9,000, 

6,848, 

5,363, 

400, 

31,652, 

3,000. 

250, 

486, 



433 

000 
000 
099 
442 
000 
182 
000 
000 
,000 



271,863,523 



Ral 



Rate 
15 
15 
15 
15 
15 
15 
15 
15 
15 
15 
15 
15 
15 
15 
15 

15 
15 
15 
15 
15 
15 
15 
15 
15 
15 



Valuation 

$570,000 

5,241,464 

87,685 

247,570 

62,130 

950,000 

1,425,000 

28,093 

100,000 

117,653,975 

Valuation 

1140,000 

10,000 

484.400 

49.000 

150,000 

47.693 

j:5,ooo 

140 0(w) 

rJ..*)20 

S42,090 

14,000 

56.000 

490,000 

6.078 

9.800 

5.451,428 

7,000 

300,000 

9,100 

616.644 

109,200 

287,717 

2,089.801 

3,640.000 

25,000 

29,400 

19,278 

$14,561,749 

Valuation 

$1,095,844 

405.810 

1,587,084 

666,929 

666,391 

975,000 

1,664,318 

90.000 

7,384.402 

6,954.744 

648.657 

231.400 

7,200.000 

30,000 

1,075,815 

1,523,165 
30,000 

1,350.000 

1.027.214 
804.516 
60,000 

4.747,827 

450.000 

37.500 

72.900 



Per- 
sonalty 
$45,541 
50.000 
36,732 
42.141 
45.213 
10,750 



22.609 
17.935 

$587,674 

Per- 
sonalty 
$18,585 

' 47*949 

41.695 

47.393 

600 

864 

7,893 

S64 

3.476 

20.225 

9.000 

64,794 

31.40? 

1,200 

113,291 

600 

2,348 

16.214 

* 23,445 

' 14.869 

49.250 

825 

1.000 

700 

$517,982 

Per- 
sonalty 

***$666 
126.981 



66,670 

' 12,592 
2,220 



1.092 
' 68,566 



2,020 



405 
11.000 



$40,779,516 $292,080 



••Arbitrary valuation. No tonnage report until Nov. 7, 1907. 
•Arbitrary valuation. No tonnage report. 
fLone Jack, Ohio and Missabe Mountain mines form Virginia mine. 
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TONNAGE PROSPECTS 



Name of Property Acres 

Agnew No. 2 40 

Agnew No. 3 120 

Alworth Lands 80 

Alworth 80 

Blwablk Additional 40 

Burt Lands No. 2 120 

Canton 200 

Chisholm 80 

Cleveland Cliffs 80 

Elba, 26-58-17 160 

Forester 200 

Gross \ 80 

G. G. Hartley 40 

Hibbing Townsite 80 

Higgins No. 1 80 

Hull-Rust 80 

Humphreys 80 

Iron Chief 240 

Knox 40 

Kosmerl 80 

Minnewas 320 

North Dev., 4-58-17 40 

N. W. L No. 2 80 

N. W. L No. 3 40 

Oliver, 26-58-17 80 

Oliver, 26-58-17 160 

Penobscot 160 

Republic 160 

Rouchleau 80 

Schupp 40 

Scranton 120 

Sheridan 120 

Snivley 80 

South Agne-^ 80 

Sweeney ..." 80 

Tioga 40 

Union 40 

Wallace-Moon 40 

Weed 40 

Whiteside 120 

*Whiteslde-Patterson 30 

Totals 3,950 



Class 
2 
2 
2 
2 
2 
2 
2 
2 
2 



• Tonnage 
5,802,988 
9,259,700 

623,366 
4,806,333 

100,000 

10,982,618 

3,100,000 

3,786,021 

300,000 
2.500,000 
7,406,487 

500,000 
7,047,727 
29,074.200 
1,300,000 
5,151,962* 
4,279,560 
2,822,509 

876,728 
, 9,312,947 
7,000,000 
1,154.195 
2,035,290 
1,741,369 
92,537 

942,526 
7,644,629 

186,261 
26,413,000 

504,297 
17,107,000 
4,322,347 
1,320,072 
10,318.055 
1,892,979 
1,200,000 
2,100,000 

564.608 

254,867 
8,808,071 



204,635,249 



Per- 

Rate Valuation sonalty 

10 1580,299 

10 925,970 

10 480,633 

10 62,337 

10 10,000 

10 1,098,261 

10 310,000 

10 378,602 

10 30,000 

10 250,000 

10 740,648 

10 50,000 

10 704,772 

10 2,907,420 

10 130,000 

10 515,196 

10 427,956 

10 282,250 

10 87,673 

10 931,294 

10 700,000 

10 115,419 

10 203,529 

10 174,137 

10 9,253 

10 94,252 

10 764,462 

10 18,626 

10 2,641,300 

10 50,429 

10 1,710,700 

10 432,235 

10 132,007 

10 1,031,805 

10 189,298 

10 120,000 

10 210,000 119,785 

10 56,461 

10 25,487 

10 880,807 

10 20,000 



$20,483,518 $19,785 



Tonnage Rate Valuation 



Name of Property 

and Description Acres Class 

J. B. Adams, 27-58-20 160 3 

Alexander, 13-57-22 40 3 

Arcturus, 13, 24-56-24 200 3 

Atlas No. 2, 32-58-20 40 3 

Auburn, 17, 20-58-17 120 3 

Buckeye, 36-56-25 480 3 

Carson Lake, 10-57-21 40 

Chemung, 27-58-20..-. 40 

Chisholm No. 2, 15-58-19.. 200 

Chisholm No. 3, 9-57-21... 40 

Clarion, 24-57-22 40 

Crescent, 22-58-20 40 

Donora, 27, 28-59-15 280 

Edmund, 14, 23-57-22 80 

Enterprise, 5-58-17 40 

Fletcher, 29-56-24 40 

Gross, 20-56-23 160 

Gteat Western, 17-58-17... 40 

•*Helmer, 14-58-19 40 

Hill, 2-58-18 80 

Holman, 21, 22-56-24 160 

La Belle, 15-58-19 40 

Lamberton, 3-57-21 40 

Lewis, 29-56-24 40 

Longyear No. 2, 6-57-20.. 80 

Myers-Niles, 27-58-20 120 

•Arbitrary valuation. No tonnage report. 

••Arbitrary valuation.. No tonnage report until Dec. 3, 1907. 



Per- 
sonalty 



17,611,443 

200,000 
2,148,379 

800,317 
1,555,800 

765.806 
4,088,640 
2,740,218 
1,875,319 

654,461 
2,754,372 
1,950,000 
6,921,679 
2,902,208 
4,470,623 

311,614 
1,805,997 
5,103,305 
1,000,000 

297,335 
6,339.264 
4,089,912 

151,847 

957,369 
3,340,843 
6.056,840 



$1,408,915 

16,000 

171,870 

64,026 

124,464 

61,264 

327,091 

219,217 

150.025 

52,359 

220,349 

156,000 

553,734 

232,176 

357,650 

24.929 

144,479 

408,264 

10,000 

23.786 

507,141 

327,192 

12,148 

76,589 

267,267 

4S4.547 



$67,361 
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TONNAGE PROSPECTS 

Name of Property Per- 

and Description Acres Class Tonnage Rate Valuation sonalty 

Midway, 10-58-19 240 3 1,503,114 8 $120,249 

Mora, 14-57-21 80 3 -200,000 8 16,000 

N. W. I., 2-57-21 40 3 760,818 8 60,865 

Nelson, 15-56-23 80 3 350,896 8 28,071 

Neville, 15-58-19 40 3 1.501,865 8 120,149 

Neville, 34-58-20 120 3 2,772,654 8 221,812 

Niagara, 12-57-21 120 3 544,863 8 43,589 

Oliver, 30-58-17 120 3 175,000 8 14,000 

Oliver, 31, 32-59-17 120 3 924,206 8 73,936 

Oliver, 6-58-15 40 3 2,336,333 8 186,906 

Oliver, 19-59-14 40 3 352,986 8 28,239 

Oliver, 21-59-14 40 3 997,878 8 79,831 

Oliver, 21-59-14 40 3 399,635 8 31,971 

Oliver, 21-59-14 40 3 775,115 8 62.009 

Oliver, 21-59-14 80 3 472.882 8 37,830 

Oliver, 30-59-14 40 3 550,211 8 44,017 

Oliver, 36-59-18 160 3 158,222 8 12,658 

Oliver, 36-59-18 160 3 2,562,262 8 204,981 

Oliver, 11-58-19 160 3 234,663 8 18,773 

Oliver, 11, 12-58-19 160 3 749,669 8 59.976 

Oliver, 12-58-19 120 3 419,541 8 33,563 

Oliver, 5-57-20 80 3 1,613,170 8 129,054 

Oliver, 7-57-20 80 3 4,179,506 8 334.360 

Oliver, 7-57-20 40 3 4,367,474 8 349,398 

Oliver, 22-58-20 80 3 1.557,268 8 124.581 

Oliver, 23-58-20 40 3 5,545,223 8 443,618 

Oliver, 24-58-20 80 3 1,406.031 8 112,482 

Oliver, 25-58-20 80 3 859,976 8 68,798 

Oliver, 27-58-20 .' 80 3 6,750,945 8 540,076 

Oliver, 27-58-20 40 3 1.797,945 8 143,836 

Oliver, 28-58-20 40 3 3,776,600 8 302,128 

Oliver, 28-58-20 40 3 900,000 8 72,000 

Oliver, 35-58-21 40 3 1,606,956 8 128,556 

Oliver, 13-57-22 120 3 66,675 8 5,334 

Oliver, 23-57-22 80 3 982,077 8 78,566 

Oliver, 23, 26-57-22 200 3 5,963,463 8 477,077 ... 

Oliver, 24-57-22 80 Z 7,400,101 8 592,008 

Oliver, 24-57-22 80 3 728,323 8 58,265 

Oliver, 24-57-22 80 3 5,229,083 8 418,326 

Oliver, 24-57-22 40 3 1,483,626 8 118,690 

Oliver, 24-57-22 80 3 322,167 8 25,773 

Oliver, 28-57-22 40 3 333,871 8 26,709 

Oliver, 29-57-22 40 3 137,899 8 11,032 

Oliver, 10-56-23 80 3 656,366 8 52,509 

Oliver, 16-56-23 640 3 23,444,492 8 1,875,559 

Oliver, 15, 22-56-24 200 3 1,666,700 8 133,336 

Oliver, 20-56-24 40 3 200,000 8 16,000 

Oliver, 21-56-24 .40 3 200,000 8 16,000 

Oliver, 29-56-24 80 3 1,408,369 8 112,669 

Oliver, 2-55-25 40 3 323,320 8 25,865 ........ 

Oliver, 2-55-25 80 3 5^1,001 8 44,880 

Oliver, 3-55-25 40 3 651,592 8 52,127 

Oliver, 3-55-25 40 3 1,226,160 8 98,092 

Oliver, 13-55-26 80 3 617,487 8 49.398 

Oliver, 13-55-26 80 3 227,543 8 18,203 

Palmer, 14-58-20 40 3 859,629 8 68,770 

Parker No. 1, 11-57-21 80 3 4,119,148 8 329,532 

Park Lot, 31-58-17 40 3 40,000 8 3,200 

Pillsbury Addn., 6-57-20 40 3 1,245,463 8 99,637 

Republic, 23-57-22 40 3 1,000,000 8 80,000 

St. Anthony, 29-58-20 80 3 1,903,797 8 152,304 

St. Anthony No. 2, 32-58-20. 40 3 918.766 8 73.501 

Shenango No. 2-15-58-19... 40 3 4,200,000 8 336,000 

Snowball, 15-56-23 160 3 31,479 8 2,518 

Sparta Townsite, 34-58-17.. 80 3 1,676,672 8 134,134 

Stephens No. Dev., 23, 25, 

26-59-15 280 3 11,404,318 8 912,345 

W.M. L. No. 1, 10-57-21... 40 3 1,567,404 8 125,392 

Walker-Hill, 21, 28, 29-56-24 200 3 1,201,364 8 96,130 

Walker-Hill No. 1,29-56-24. 160 3 9,261,198 8 740,895 

Walker -Hill No. 3, 31-56-24. 80 3 113,334 8 9,066 

Wanless, 16-58-19 320 3 3,298,434 8 263,874 

Wayne, 1-56-23 40 3 852,508 8 68,200 

Western, 6-57-17 40 3 693,366 8 55,469 

West Mesaba, 27-58-20 80 3 12,033,916 8 962,713 

Wright, 11-57-21 40 3 255,676 8 20,454 



Totals 9,640 244.504,575 $19,490,345 $67,361 
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ACREAGE PROSPECTS 

Name of Property Description Acres Class 

Atlas 32-58-20 40 3 

Boeing 12-57-21 40 3 

Bovey Group No. 1 1-55-25 160 3 

Burrows 3-57-21 40 3 

Burrows No. 2 3-57-21 40 3 

Clark 32-58-20 40 3 

Crete 32-58-20 40 3 

G. N 2-57-21 40 3 

Mahoning No. 6 8-57-21 120 3 

Mahoning No. 4 3,10-57-21 80 3 

Mahoning No. 5 10-57-21 160 3 

Mahoning 35-58-21 80 3 

Mora 14-57-21 120 3 

Old Forest 13-57-22 80 3 

Oliver 4-58-15 40 3 

Oliver 4-58-13 40 3 

Oliver 5-57-20 40 3 

Oliver 13-58-20 40 3 

Oliver 13-58-20 80 3 

Oliver 23-58-20 80 3 

Oliver 23-58-20 40 3 

Oliver 23-58-20 40 3 

Oliver 23-58-20 80 3 

Oliver 24-58-20 40 3 

Oliver 26-58-20 40 3 

Oliver • 29-58-20 40 3 

Oliver 32-58-20 40 3 

Oliver 32-58-20 80 3 

Oliver 32-58-20 40 3 

Oliver 33-58-20 160 3 

Oliver 35-58-21 40 3 

Parker No. 2 11-57-21 40 3 

Parker No. 3 11-57-21 40 3 

Pontiac 32-58-20 120 3 

Republic 2-58-18 40 3 

Richards 32-58-20 40 3 

St. Anthony No. 3 32-58-20 40 3 

Smith 2-57-21 40 3 

Syn 13-58-20 35 3 

Wright-Davis 2-57-21 40 3 

Wright-Davis 3-57-21 40 3 

Wright-Davis 10-57-21 40 Z 

Wright-Davis 11-57-21 80 3 

Totals 2,675 • "" 

UNCLASSED PROPERTIES 



Name of Property Description 

•Shagawa 30-63-11 

•Chisholm 1-46-29 

Cuyuna 3, 10-45-29 

Sigma 8-45-29 

Totals 



Tonnage 



405,000 
135,000 

540,000 



Valuation 
110,000 
20,000 
80,000 
15,000 
20,000 
10,000 
70,000 
10,000 
20,000 
100,000 
105,000 
10,000 
20,000 
2,000 
20,000 
20,000 
10,000 
10,000 
20,000 
20,000 
10,000 
20,000 
20,000 
15,000 
10,000 
15,000 
8,000 
20,000 
10,000 
40,000 
15,000 
15,000 
15,000 
28,000 
20,000 
10.000 
10,000 
40,000 
10,000 
10,000 
20,000 
15,000 
30,000 

$998,000 



Valuation 

187,500 

6,400 

13,200 

11,612 



Per- 
sonalty 



1118,712 



Per- 
sonalty 
$1,810 



$1,810 



MEISABA RANGE IRON LANDS 
No. Prop- 

County Assessment District erties Acres 

St. Louis Town of Mesaba 184 7,407.55 

St. Louis Village of Mesaba 4 160.00 

St. Louis. . . .Town of White 174 6,955.18 

St. Louis Unorganized Town, 59-17 35 1,433.92 

St. Louis Village of Aurora 35 l,383r.25 

St. Louis. . . .Town of Biwabik 60 2,415.88 

St. Louis Village of McKinley 3 120.00 

St. Louis. . . .Village of Biwabik 3 120.00 

St. Louis Town of Fayal 41 1,604.48 

St. Louis Town of Missabe Mtn 76 3,035.59 

St. Louis Town of Nichols 185 7,382.97 

St. Louis City of Virginia 60 2,386.60 

St. Louis Unorganized Town, 58%-17. . . 10 ' 156.29 

St. Louis. . . .Village of Hibbing 21 814.49 



Val- Per- 

uation sonalty 

$124,290 

6,800 

146,160 

114,900 

15,500 

23,540 

2,700 

1,400 ....:.. 

16,760 

82,560 

96.180 

54.720 

29.900 

209,000 



•Arbitrary valuation. No tonnage report. 
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MESABA RANGE IRON LANDS 



County Assessment District 

St. Louis Town of Stuntz 

St. Louis.... Vllla«re of Buhl * 

St. Louis Town of Great Scott 

St. Louis Village of Chlsholm 

Itasca Town of Nashwauk 

Itasca. Town of Grand Rapids . . 

Itasca. T6wn of Bass Brook 

Itasca Village of Nashwauk 

Itaarca. ,.t Town of Iron Range 

Itasca Town of Arbo, 56-25 



No. Prop- 




Val- 


erties 


Acres 


uation 


257 


10.272.93 


337,480 


4 


160.00 


22,240 


114 


4,588.15 


35,740 


12 


427.55 


10.680 


219 


8,679.37 


310,700 


107 


4.139.11 


52,200 


52 


1.816.85 


25.650 


36 


1,440,47 


68,000 


97 


3,901.76 


443,200 


21 


851.25 


27.400 



Per- 
sonalty- 



Totals 1.810 71,653.63 $2,257,700 



SUMMARY OF VALUATION OF IRON PROPERTIES— 1907 



No. 

Mines 2 

Mines 4 

Mines 4 

Mines 27 

Mines 28 

Mines 28 

Tonnage prospects 25 

.Tonnage prospects 41 

Tonnage prospects 99 

Acreage prospects. 44 
Unclassed p r o s- 

pects 4 

Mesabi Range iron 

lands 1,810 

Totals 2,116 



Acres 


Class 


Tonnage 


Valuation 


Per- 
sonalty 


200 
800 
1,280 
3,329 
2,940 
1,955 
3.666 
3,960 
9,640 
2,676 

953 


1 

IB 

2 

3 

4 

5 

1 

2 

3 


43,185,685 

66.442.923 

25,176,067 

138,845.839 

91,494.762 

105,821,134 

271,863,523 

204,635.249 

244,504,575 


$14,251,276 
19,932,876 
6,797,538 
32.134.497 
17,653,975 
14,561,749 
40,779.516 
20,483,618 
19,490,345 
998,000 


$250,125 

322.255 

236,795 

2.038,623 

587.674 

517,982 

292,080 

19.785 

67.361 




540,000 


118,712 


1.810 


71,654 






2,257,700 
$189,459,702 








102,941 


1,192,509,757 


$4,334,490 



ADDITIONAL VALUATION 

•Brunt Mine $200,297 

•Hobart Mine • 117,224 

•Nassau Mine 247,215 

•Helmer Mine 70.000 

Total valuation $190,094,438 

Assessor's 1907 personalty valuation: 

St. Louis County $3,977,304 

Itasca County 355,376 

Lake County 1,810 

4,334,490 

Grand total valuation $194,428,928 



•Increased value on account of tonnage reports received November 7 and De- 
cember 3, 1907. 

T. C— 5. 
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CHAPTER IX 

THE TAXATION OF IRON ORE LANDS (Continued) 

The total valuation of iron properties in Minnesota for 1907, 
exclusive of tfie personal property belonging to operating companies, 
was $190,094,438, including the value of iron lands amounting to 
$2,257,700. The assessment for 1908 as shown in the tables below, 
not including iron lands, was fixed at $176,340,749, or $11,495,989 
less than it was the year before. This difference is to be accounted 
for (see table) by changes in classification, shipments from the 
mines, and the alteration of tonnage estimates that had been made 
arbitrarily by the commission, after careful examination of blue 
prints and other information concerning the properties. The tables 
referred to above will explain in detail the changes made in the 
assessed value. 

The amount of work required to list the 2,116 different mines 
and prospects and the miscellaneous acreage properties, accurately 
locate them on maps, and keep them clear of confusion with other 
properties, was very great. An efficient office force under Mr. Hurd, 
the secretary of the commission, was able by working night and day 
to prepare the lists for the final action of the state board of equal- 
ization. The commission in the course of three months visited the 
ranges, saw many properties, secured data from the mining com- 
panies, tabulated and classified it, worked out a scheme of class- 
ification and rates of taxation. Some mistakes were made and 
new properties omitted in several instances from the rolls, but for 
the time given to the work the commission accomplished a difficult 
and arduous task. • The attitude of the mining companies toward 
the work of the commission and the evident disposition on their 
part to give all information that would help to reach a fair valuation 
was such as to deserve commendation, which is here freely acknowl- 
edged. 
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SUMMARY BY COUNTIES 





Net Increase 


Net Decrease 


County 


Tonnage 


Value 


Tonnage 


Value 


St. Louis 




'$i,878',i93 


28.595,353 


$13,318,087 


Itasca 


29 814 555 


Lake 






56,095 












Grand total 


29,814,555 

28,595,353 


$1,878,193 


28,595,353 


$13,374,182 
1,878,193 


Balance 


1,219,202 




/ 


$11,495,989 



COMPARATIVE SUMMARY 

Total Tonnage Total Value 

1907 Tonnage and Value 1,192,509,757 $190,094,438 

Mesabi Range Iron Lands not included in 1908 Summary 2,257,700 



1,192,509,757 $187,836,738 
Net Increase and Decrease, 1908 1,219,202 11,495,989 



1908 Tonnage and Value 1,193,728,959 $176,340,749 



Applications for Abatements 

During the year 1907- 1908 many applications were made to the 
tax commission for reduction in the assessment standing against the 
properties of the iron mining companies. These apphcations ag- 
gregated $43,447,760 upon properties assessed for $106,896,31^. 
Of this sum the commission rejected all the applications except 
twenty-three,, aggregating $2,942,254, leaving the assessment 
against these properties at $103,949,065. 

Abatement of the One Mill School Tax 

A peculiar situation arose in the different school districts in 
St. Louis county, due to the fact that the trustees of the distriots 
did not take into consideration the effect the great increase in the 
amount of the assessment on the iron properties would have on 
the one mill county school tax. The tax levy for school purposes 
was based on the 1907 assessment; the consequence was that the 
general tax of one mill for school purposes in 1908 produced an 
amount far in excess of the needs of the districts. The application 
for the abatement of the tax was made by the oflficers of the school 
districts affected and recommended by the county commissioners 
and the auditor of St. Louis county. Taxes amounting to $182,- 
Tio were therefore abated in the school districts. The districts 
were not deprived of needed revenue, since they had inadvertently 
levied a tax for more revenue than was needed. The result is 
shown in the accompanying table. 
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Amount of Abatement of One Mill Tax by School Districts 

Valuation Tax Abated 

School District No. 15 $8,770,576 $8,770.57 

School . District No. 18 5,951,902 5,951.90 

School District No. 21 10,602,525 10,602.52 

School District No. 22 19,977,983 19,977.98 

School District No. 24 4,038,523 4,038.52 

School District No. 27 82,454,836 82,454.83 

School District No. 35 9,785,446 9,785.44 

School District No. 39 15,109,033 15,109.03 

School District No. 40 25,419,279 25,419.28 

Total $182,110,103 $182,110.07 

The Attitude of the Commission Toward Back Assessments 

From time to time the commission has been called upon, either 
by letter or interview, to state its attitude upon the matter of so- 
called back assessments. The occasion of the re-assessment of the 
iron properties of the state raised the question in its most important 
form. The commission in reply to letters addressed to them by 
Hon. R. H. Jefferson took the occasion to set forth at some length 
its views regarding the matter of assessing the iron properties and 
tl'ue qiiestions arising in connection with it. 

February 29, 1908 
Hon. R, H. Jefferson, Bingham Lake, Minnesota- 
Dear Sir: Regretting your inability to come to St. Paul in the near fu- 
ture to talk over the points raised by you in your communications of 
February 16th and 22d, the commission takes this opportunity of answering 
your letters. 

In making a revaluation of the iron properties, the commission acted 
upon its own initiative, though having in view your petition, the resolu- 
tions of the legislature, and the general conditions existing in the iron range 
country. The commission did not, and does not, consider it wise or ex- 
pedient t;o make a reassessment of iron properties for back taxes over the 
period of ten years, from 1896 to 1906, as called upon to do in your petition. 
As you are aware, the reassessment of property for back taxes over so. 
long a period as that named in your petition would be resisted by an appeal 
to the court. In the opinion of the commission your petition was too vague 
and indefinite to stand as a basis of a legal fight. The commission there- 
fore, in raising the valuation of iron properties of the state from $70,000,000 
to $190,094,438, acted under sub-item 5 of paragraph 12 of chapter 408, Laws 
of 1907, which reads as follows: "Prior to the sitting of the State Board 
of Equalization each year, and subject to review as herein stated, to raise or 
lower the assessed valuation of any or all real and personal property, or 
any portion thereof, within the state." 

The further reasons which actuated this body in the attitude which it 
has taken in reference to the revaluation and levy of additional back taxes 
may be stated briefly as follows: 

(a) Much of the iron land in this state during the last ten years has 
changed owners, which would render it impossible to impose the delinquent 
tax upon those who should pay it, if assessed. More than that, taxable real 
estate is rarely omitted from the tax rolls, and if undervalued it is because 
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the taxing officers have failed to do their duty. It is not the fault of the 
land owner. . The commission does not deem it wise to reopen past assess- 
ments and punish land owners for the sins of assessors. 

(b) Development of value has gone on gradually, and it cannot be 
assumed that the values of today were the values of twelve years ago. 
Moreover, information would not be obtainable now to make an equitable 
assessment for past years. 

(c) From time to time for many years the valuation of iron ore lands 
has been considered and passed upon by the state board of equalization. 
The commission does not regard it as wise or desirable to reconsider the 
work of a legal body created and established for the distinct purpose of 
passing upon valuations established before the tax commission was or- 
ganized. 

(d) Tax evasion and undervaluation is not confined to the iron 
ranges. It is universal and has long been practised in all parts of the 
state. If the commission went back twelve years, as you request, and re- 
assessed iron properties, in all fairness it should go back twelve years and 
reassess all other property that has been undervalued. The commission 
does not believe that such an undertaking woiild be wise if it were pos- 
sible. Nor would it if undertaken meet with the approval of the fair-minded 
people of the state. 

(e) The revaluation of property and the collection of delinquent taxes 
would place in the hands of the local governments on the iron ranges large 
sums, for which they have little or no use, without materially affecting 
the tax rates in other parts of the state. 

(f) Such a policy as you suggest, when followed to its logical con- 
clusion, would make the tax commission a body of tax ferrets engaged in 
prying into the past, and would inaugurate a revoluti?)n, sure to check 
better administration and reform in tax matters more than any benefits 
likely to be derived from such action would offset. 

(g) The law under which you ask a reassessment does not provide 
with certainty how the expense of reassessment shall be met. Section 17 
referred to in your petition provides that, "The expense of such reassess- 
ment shall be paid as provided by section 858 of said Revised Laws of 
1905," but an examination of section 858 reveals the fact that it is silent 
on the subject. The reference intended was undoubtedly to 856. The task 
of revaluing the iron properties of the state over a period of twelve years 
would be herculean and expensive; and to undertake it without any certain 
means of paying the expense would be unwarranted. 

As you undoubtedly know, advancement in taxation is not merely a 
matter of collecting more money by the use of force, but it is a question 
of larger responsibility, more equitable laws, and better administration. 

In order that there may be no misunderstanding regarding the attitude 
of the commission, it may be said that it is their settled policy as far as 
possible to close the assessment books of previous years and devote their 
energies to securing more equitable assessments, better administration, and 
more satisfactory laws in the field of taxation. 

Inasmuch as the matters involved in this correspondence are of a 
public nature, you are at liberty to give this letter such publicity *"as you 
may think advisable. 



Very truly yours, 



(Signed) Frank L. McVey 
Samuel Lord 
O. M. Hall 
Commissioners 
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The Assessment of Iron Ore Properties 

In the opinion of the commission ad valorem taxation of the 
mining properties in the state has reached a reasonable degree of 
efficiency. Corrections in the list of properties will have to be 
made from time to time, but speaking generally a system has been 
inaugurated that meets the demands for assessment purposes fairly 
well. As it now stands the tax commission has not had the funds 
to check the returns made to it; in future years a skilled engineer 
should be employed to go over blue prints and estimates so the 
people .of the state may know that the returns have been fairly 
made. The location of tonnage, the classification of mines and the 
establishment of rates of valuation were means by which the as- 
sessment was arrived at, and the value of the property established. 
Adherence to these, however, is not fundamental, and existing class- 
es and rates will be abandoned whenever it appears that inequality 
of assessment exists by reason of their use. 

As the shipments of ore increase from year to year the assess- 
ment against the iron ore properties will decline until nothing is 
left to represent great properties but holes in the ground. In thirty 
years real estate^now worth $400,000,000 will be valueless. This 
is an inevitable result. Comparisons have been made between 
farms and mines; the difference, which is great in many respects, 
is emphasized by the results of the operation of the two. The 
farm holds its productivity year after year; the mine loses Httle 
by little its power to create wealth. The tax in one instance might 
therefore greatly vary from that existent in the other. The farm 
remains for ever as a subject of taxation; the mine soon ceases 
to be a source of revenue for the state. 

The Tonnage Tax 

From the point of view of ease of administration a tonnage 
tax on the output of mines commends itself highly to taxing officials. 
Moreover, it establishes automatically a rough system of justice that 
is much nearer equality than any system of assessment is likely 
to develop. The objections urged against it are two in number: 
first, the establishment of a tonnage tax opens the way to reprisal 
by increasing the rate from time to time until it becomes prohibitive ; 
second, the imposition of a tonnage tax by the state would deprive 
the local governments of their revenue, since they are practically 
dependent upon the mines for their support. The answer to the 
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first IS brief and may be put somewhat dogmatically to this effect, 
that no legislature is going to pass a law making a rate which is 
unfair or prohibitive. The answer to the second objection is that 
no legislature would presume to take away from local governments 
their means of support. While these assertions appear to be with- 
out support so far as facts are concerned, yet past experience in 
tax matters would go to prove that not only is the rate likely to 
be somewhat less than the facts demand, but that the local govern- 
ments will invariably be protected against any aggression on the 
part of the state. 

State and Local Interests 

The interests of the state are distinctly different from those 
of the local governments. The state ought to secure some share 
of the wealth found in its borders, and which, being exploited, is 
bound sooner or later to be exhausted. The best method of doing 
this in the case of the iron properties is unquestionably thru the 
medium of a tonnage tax. The local governments require steadi- 
ness and certainty of income and could not safely rely upon the 
uncertain output of mines for their revenue. A tonnage tax for 
local purposes is therefore undesirable. Both conditions can be 
met, however, by imposing a tonnage tax for state purposes and 
a direct tax for local purposes. 

The failure of the tax amendment to pass and the doubt con- 
cerning the decision of the supreme court in the pending suit rela- 
tive to* the passage of the amendment in 1906 leave the question 
of a tonnage tax in a position of uncertainty. Section 17 of article 
9 of the constitution undoubtedly authorizes a tonnage tax; but it 
does not recognize a double system of taxation such as the situa- 
tion in the mining districts of the state demands. In case the 
amendment of 1906 is not upheld by the court, the whole question 
of a tonnage tax so far as the present legislature is concerned be- 
comes academic. The legal phases of the question are fully and 
clearly set forth by Attorney General Young in the following 
opinion : 

St. Paul, December 21, 1908. 
Hon. Frank L. McVey, Chairman Tax Commission. 

Dear Sir: In your favor of the 18th inst. you ask .my opinion upon 
the following questions: 

1. Would a law imposing a tonnage tax on the output of iron mines in 
lieu of all other taxes be constitutional? 

2. Would a law imposing swch a tax in addition to the general property 
tax be constitutional? 
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3. Would a law imposing such a tax for state .purposes, only, in lieu 
of all other state taxes be constitutional? (The local communities to derive 
their revenues as at present by a general property tax.) 

I have the honor to advise you that a contest is now pending in our 
supreme court, involving the question of the adoption of the so-called *'wide- 
open" tax amendment submitted to the people at the election of 1906. I feel 
justified therefore in answering your qustions both on the theory that such 
amendment was adopted, and on the theory that it was not. 

Assuming that the amendment was adopted, then sections one, two, 
three and four of Article IX of the Constitution have been abrogated. Taxes 
are required to be equal on the same class of subjects only. Iron mines are 
capable of differentiation from other real property and may for. taxation be 
put in a class by themselves, and taxed differently from other property of 
the state. Upon that hypothesis your first and third questions should be 
answered in the affirmative. 

The state could impose a tonnage tax on iron mines in lieu of all other 
taxes thereon; or it could separate the taxes to be impo-sed for state pur- 
poses on such properties from local taxes, and impose the state taxes on a 
tonnage basis, leaving the localities where the mines are located to raise 
their revenues by a direct ad valorem assessment on the properties, as at 
present. 

Many valid arguments suggest themselves against a plm which would 
impose a tonnage tax on the mines for all purposes. Such a plan would 
devolve upon the state the duty of apportioning back to the taxing districts 
where the mines are situated such proportion of the tonnage tax collected 
as would equal the direct tax which the mineral properties ought equitably 
to pay toward the support of local school and municipal government. As 
the tonnage tax would fluctuate with the output, and might be cut off en- 
tirely if a mine should shut down because of a strike or otherwise for a 
season, that means of raising local revenue would be too precarious. The 
state could recoup a temporary loss from such cause by later imposing a 
direct tax on such mines while idle. The municipality and local schools 
would need their revenue each year, and would be injuriously embarrassed 
if they did not receive it. With a tonnage tax for state purposes only, leav- 
ing the communities free to raise their local revenues and conduct their 
home government as they do now, the objection referred to would disap- 
pear. But these are administrative, not constitutional questions, and are 
not included in your inquiry. 

Your second question is not so easy to answer. Would a tonhage tax 
be valid, in addition to direct taxes as now imposed, for local and state 
purposes? Of course such a tax would have to be imposed for exclusively 
state purposes, because under the ad valorem system of direct taxation, the 
localities where the mines are situated are collecting each i-ear all the rev- 
enues they need for local purposes. If all mineral properties were treated 
alike,, the mine owners could not plead the inequality of such a tax as com- 
pared with the taxes on other property, and with that question eliminated, I 
do not see why such a tax would not be valid. As a. business proposition, I 
should think, however, that all the strictly state taxes on these properties 
ought to be imposed under one plan. 

If the supreme court determines that the wide open tax amendment did . 
not carry and become a part of the Constitution, then no tonnage tax 
could be imposed, except under the amendment to the Constitution adopted 
in 1896. That amendment, so far as it relates to the taxation of mineral 
property (with all extraneous matter eliminated), is as follows: 

"The legislature may impose * * * upon the property within this 
state of all owners or opierators of all mines or mineral ores * * * a 
tax as uniform as reasonably may be with taxes imoosed on similar property 
or the earnings thereof within the state * * * and * * * jt shall 
be competent for the legislature * ♦ * to impose such tax * * * by 
taking as a basis of such imposition the * * * quantit^j of production 
* * * of such * * ♦ owners * * * or in such other manner or 
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by 8uch other method as (he legislature may determine; but the proceeds of 
such taxes on mining property shall be distributed between the state and the 
various political subdivisions thereof wherein the same is situated, in the 
same proportion as the taxes upon real property are distributed." 

It then provides that ordinary reaj property owned by such persons 
must be assessed in the ordinary way. 

The Tax Commission created under Chapter, 13, Laws of 1901, in its re- 
port to the special session of 1902, said of this amendment: 

"No constitutional provision was ever more unhappily framed than the 
one in question." 

The Commission wont on to say that although it might ultimately be 
held that this provision authorized a tonnage tax on iron ore, it did not feel 
justified in assuming that such was its true interpretation. 

I am of the opinion that under that amendment a tonnage tax could be 
imposed, but it would clearly have to be in lieu of all other taxes, and could 
not exceed a rate which would be substantially equal to the taxes on other 
real property This constitutional provision expressly requires that the pro- 
ceeds of a substituted tax on mineral property should be divided between 
the state and the localities where the mines are situated, in the same propor- 
tion as direct taxes on real property in the locality are apportioned. As the 
state's proportion of the taxes imposed on ordinary property is about one- 
tenth, it would follow that nine-tenths of a tonnage tax imposed under this 
provision would have to be apportioned to the locality where the mine from 
which the ore was taken is situated, and the rate would have to be adjusted 
so that such proportion would supply the local revenue needs of the locality. 
Under such a tax the state could not get more from the mines than it is 
getting now, and the method contemplated for raising and apportioning the 
tax is cumbersome, and would unwarrantably interfere with the welfare of 
the local communities where the mines are situated, by taking out of their 
hands the power to raise their local revenues. 

Therefore, under this constitutional provision, I would answer your 
first question in the affirmative and both of the others in the negative. 

Yours truly, 

(Signed) E. T. Young, 

Attorney General 

The Present Situation 

The information gathered concerning the location, quahty and 
conditions of ores by descriptions has made the problem of valu- 
ation and assessment much more certain and equitable than before. 
The state now has information of what the ore is, and how ex- 
tensive the deposits are. These facts, together with the recognition 
of the need of higher assessments against these properties, have, 
in some measure, modified the necessity of a tonnage tax. The 
inherent fact remains, however, that an ad valorem tax cannot 
recognize the heritage element, the state's right to a share of the 
value of the earth's possessions found within the borders of the 
commonwealth, nor does it take into consideration the diminishing 
value element involved. This is the real essence of a tonnage 
tax, the fact that the valup there found is distinctly a product of 
nature. So long as the present assessment continues, a good deal 
of difficulty and confusion can be removed by considering stock 
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piles when in place on the property of the company as real estate. 
The definition of real estate in section 793 of the Revised Laws of 
1905 might well be modified to make possible the assessment of 
stock piles as real estate. 

Dissent 

I am reluctantly constrained to dissent from the well considered views 
and recommendations of my colleagues relative to a tonnage tax on iron 
ore, for the following reasons, viz.: 

1. As generally understood, such a tax is a flat rate of so much per 
ton upon all ore shipped from the mines regardless of the. value and qual- 
ity of the ore, and of the. cost of mining it. 

It needs only a brief visit to J;he iron ranges and a slight observation ol 
the conditions of mining existing there, to satisfy anyone of the unfairness 
and inequality, as between mine owners, of a flat rate tonnage tax upon ore. 
The methods of mining, the quality of the ore mined in the same mine, as 
well as in different mines, the difficulties and the cost of mining are radically 
different in the various properties. A ton of ore from a high grade, open 
pit mine, free from rock, sand and taconite is far more valuable to the owner 
that several tons of ore from a low grade, underground or shaft mine, with 
**horses" of rock and beds of sand scattered through it. 

A tax by weight alone, so much per ton, must necessarily be predicated 
upon the average value of a ton of the ore taxed. In fixing a rate of taxation 
it is not possible to absolutely ignore the value of the thing taxed. A ton- 
nage tax applies to the product of the mines, the same principle of averag- 
ing values which the assessors and boards of review and of equalization 
throughout the state have long been in the habit of applying to acreage 
property, horses, cattle, pianos, etc., a practice notoriously inequitable and 
absurd, and inevitably resulting in the poorest property paying the highest, 
and the best paying the lowest tax. 

The legitimate effect of such a tax would be to "freeze out" and close 
up the poorer and give an unfair advantage to the better mines, just as the 
internal revenue tax upon matches during the Civil War period closed up 
all the small factories, and gave to the match trust its powerful monopoly 
and enormous profits. 

The force of these objections was clearly recognized by the Minnesota 
tax commission in its 1901 report, page 44. That commission did not recom- 
mend a flat rate tonnage tax, but it did recommend a graduated system of 
taxation, the rates per ton being determined by the different grades of ore, 
according to their respective values in the market. This in fact was not a 
tonnage tax at all. It was a pure ad valorem tax based upon the value cf 
the grade of ore so taxed and not upon its quantity. 

A graduated tax of this nature is certainly much to be preferred to a 
flat rate tax. But any system of tonnage taxation which faii.3 to recognize 
and substantially equalize the many differences existing between the mines, 
not only in the quality of the ore but also in the methods employed and the 
difficulties to be overcome in mining, is neither equal nor just as between 
the mine owners. 

This commission in its adjustment' of the assessed valuations of the iron 
properties last year attempted to meet the complicated problems above 
mentioned by classifying the various properties according to the quality of 
the ore mined and the method and difficulty of mining it. All properties of 
substantially the same character were grouped in a class by themselves; a 
rate of valuation per ton was given to each class; and the value of the par- 
ticular property was practically determined by multiplying the number of 
tons of ore it contained, as shown by the explorations made, by the rate of 
the class to which it belonged. 

While it is not claimed that the valuations thus ascertained were abso- 
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lutely accurate, and while it is admitted that some errors occurred, particu- 
larly in the classification of certain properties, still the system was logical 
and the valuations were, in most cases, substantially correct. 

The only difference between this commission's system and that recom- 
mended by the commission of 1901 is that the former assessed the. property 
as real estate and determined its valuation by the quality and quantity of 
the ore and the cost and difficulty of mining it, while the latter would assess 
it as personal property and determine its value by the quantity and quality 
of the ore only. 

I cannot see anything in a tonnage tax, whether it be the flat rate or 
graduated system, which renders it preferable to the present ad valorem 
method. Being a personal property tax it is not as easily nor as surely col- 
lectible as the existing tax on real estate. 

2. A tonnage. tax is levied upon the ore actually mined (or shipt^ed) 
in each year. If it is a year/ of prosperity with a large and unusual demand 
for iron and steel, the output of the mines will be large, resulting in a cor- 
respondingly large revenue from the tax. If the year is one of depression, 
panic or stagnation, the output will be small and the revenue correspondingly 
small. 

This would result in a perennial uncertainty as to the amount of revenue 
which the public would derive from this source which would be at all times 
embarrassing. The state, county arid assessment districts which are entitled 
to the proceeds of the tax may or may not have a large income thereform 
in any one year. Their respective treasuries may have a surplus or a deficit 
depending entirely upon the prosperity or depression of the iron and steel 
business for that year. 

In any year in which there is a surplus of revenue by reason of a large 
outT^ut of the mines, such surplus is apt to be squandered for unnecessary 
public purposes. It is not the habit of the governing bodies in American 
counties or municipalities, to allow a surplus to rust in the public vaults. 
In any year in which there is a deficit in the revenue by reason of a small 
output of the mines, such deficit must be made good by increased taxes upon 
real estate and personal property not included in the iron properties. 

The existing ad valorem- system presents no such uncertainty in the 
public revenues. They are practically fixed and determinable, each year, 
and are not dependent upon the fluctuations of the iron and steel market. 

3. While I agree with my colleagues that it is not probable that any 
legislature will ever vindictivelv or unfairly raise a tonnage tax upon ore to 
a point which would be prohibitive, still it must be Conceded that such a 
thing might be done. Ordinarily it is not what a legislature does, but what 
some of its members threaten to do that most disturbs the owners of large 
properties. In some states, fortunately not in Minnesota, the existence of 
large financial interests exposed to legislative attack, has been productive 
of a class of professional corporation baiters wbich in turn has furnished an 
excuse, if not a justification, for corporation interference with legislation. 
While it is orobably true that no such methods have been or will be de- 
veloped in this state, it is equally true that they have for a long time existed 
in other states. A tonnage tax on ore, easily increased or lowered by legis- 
lative enactment will always offer an opportunity and temptation for a hold- 
up or blackmail. 

If the mine owners could be assured that a tonnage tax would always 
be fixed and reasonable, I do not see why they should not prefer it to the 
present ad valorem tax. In fat vears they could easily pay the increased 
taxes resulting from a large output of ore, in lean years they would only 
pay according to the business done and not according to the value of the 
property held by them. 

But under the existing ad valorem system they would pay practically 
the sarne tax each year, that is they would pay at the same tax rate and 
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upon the same percentage of valuation as all other property pays regardless 
of the fluctuations of the iron market. 

For these reasons I am not prepared Ht this time to join with my col- 
leagues on the commission in recommending the substitution of a tonnage 
tax on ore for the existing ad valorem system. 

In connection with this general subject of the taxation of the iron prop- 
erties it may not be amiss to call attention to the fact that large incomes by 
way of royalties upon ore mined pass into, the hands of the tee owners of 
the properties absolutely untouched by taxation. Thus far no method has 
been suggested ty which such incomes can be constitutionally placed upon 
the tax rolls of the state. Whether or not is is possible to do this is a 
question well worthy of consideration and not easily determined 

O. M. Hall, Commissioner 
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CHAPTER X 

TAXATION OF LOGS AND TIMBER 

The taxation of timber products, whether standing in stump- 
age or. in transit to the saw mills, is a serious problem in Minne- 
sota; serious to the local governments because under existing law 
logs in transit are taxable where owned; serious to the owners of 
timber land in that fixed charges against their property increase 
each day without any income from it. As the years go by the 
local governments find their assessed valuations decreasing and the 
burden of government materially increasing with the decline in the 
amount of standing timber. On one side the contention is that the 
valuation is too small and on the other that the taxes are so heavy 
that the owner is forced to cut his timber in order to reduce the 
fixed charge against his property. 

Definitions: Real and Personal Property 

Under the definition of real property in the statutes of Minne- 
sota, timber is a part of the land. The definition reads as follows : 

Real property, for the purposes of taxation, shall be construed to include 
the land itself, and all buildings, structures, and improvements or other 
fixtures of whatsoever kind thereon, and all rights and privileges thereto 
belonging or in any wise appertaining, and all mines, minerals, quarries, 
fossils and. trees on or under the same (Section 796, Revised Laws of 
1905.) 

The law defining personal property states that personal prop- 
erty includes all goods, chattels, moneys and effects. No specific 
mention is made of logs as personal property. In section 822, Re- 
vised Laws of 1905, the taxation of logs intended for shipment to 
another state is specifically referred to : 

The personal property pertaining to the business of a merchant or of a 
manufacturer shall be listed in the town or district where his business is 
carried on: Provided, that logs and timber cut from lands within, and de- 
signed to be transported out of, this state shall be assessed and taxed in 
the taxing district where found on May 1; and all taxes thereon shall be 
paid into the different funds of the county of the taxing district and of the 
state as other taxes are paid, and such taxes shall be a lien upon such logs 
and timber, which shall not be removed beyond the borders of this state 
until all such taxes are paid in full. 



150 FIRST BIENNIAL REPORT 

The Rule of Taxing Personal Property as Applied to Logs 

The rule of taxing personal property owned in the state re- 
quires that logs destined for manufacture in Minnesota should be 
taxed against the owner at the place of manufacture. This has 
been the rule of assessing logs for many years. The principle in- 
volved in this statement is the general one that "taxes, as respects 
the personal property of a resident owner, are not imposed on the 
property, but against the owner.'' The proceeding is in personam 
not in rem. "The resident owner of personal property is charged 
with taxes on account of, and measured by, the property which he 
owns." He is taxable at his residence, wherever the property may 
be. In the case of Clark vs. County of Stearns, 47 Minn. 552, 
the supreme court says : 

Their jurisdiction (referring to the county board of equalization) to -assess 
the plaintiff at his place of residence, it must be insisted, did not depend 
upon the property being within their county, nor upon the fact that it was 
properly taxable against him at that place. It was in the exercise of their 
jurisdiction, in the discharge of the duty which rested upon them by reason 
of the plaintiff's residence within their district, and his liability to taxation 
there, that they were by law empowered to inquire and determine whether 
the property in question was taxable to him at that place. 

The rule regarding personal property of residents is supple- 
mented by the rule dealing with the taxation of the personal property 
of manufacturing or mercantile establishments, which reads in this 
way : the personal property pertaining to the business of a merchant 
or of a manufacturer shall be listed in the town or district where his 
business is carried on. See State vs. Clarke, 64 Minn. ^^6. In view 
of the great interest taken in this question in some of the counties 
of the state it is desirable to niake the matter perfectlv clear as it 
now stands. To that purpose a portion of the decision of the supreme 
court in the case of State ex rel. Board of County Commissioners 
^ vs. R. C. Dunn, 86 Minn. 301, is reproduced here. It is as follows: 

As we have already stated, there is no dispute or controversy about the 
facts. The relators are non-residents of the state, but doing business there- 
in, with their principal place of business at Duluth, in St. Louis county. 
The property in Carlton county was there temporarily, and used exclusively 
in connection with the manufacturing business at Duluth. No lumber was 
manufactured or kept for sale in Carlton county. 

The same rule must be aoplied as was laid down in Minneapolis & N. 
Ele. Co. vs. Board of County Commisisoners of Clay County, supra. It was 
there held that the property of a merchant stored in a county other than 
that in which he carried on his business was not subject to taxation where 
stored, unless kept there for sale. Relators' property was not kept in Carl- 
ton county for the purpose of being there manufactured into lumber or 
for sale; It is not decisive that an agent of relators' listed the property 
in that county, for it appears that he had no authority to do so. The gen- 
eral manager of' relators' business maintained his headquarters at Duluth. 
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and he had general charge of their business in this state; and the act of 
the agent in Carlton county, who was simply .engaged in getting out logs 
to be transported to Duluth, is not binding. 

Continuing, the court said: 

Doubtless some property of the character of that involved in this contr.-^- 
versy may, because of its location at a place outside the county in which Its 
owner conducts his business of manufacturing, escape taxation, but the 
remedy. is with the legislature. It is within the power of that tribunal to 
provide for its taxation at the place where actually locat« d. 

Extent of Timber and Loss of Taxes 

Such are the conditions and the rules of law under which the 
inhabitants of the timl^er counties feel they are being deprived of 
their proper share of the revenue which should come to their local 
governments but which goes, as soon as the timber is cut, to the 
towns or villages in which the manufacturing plants are situated. 
In the last twenty-seven years 39,000,000,000 feet of timber have 
been cut in Minnesota; the taxes upon it for the year in which 
the timber is cut, when paid, have gone into the coffers of the 
state and the tills of such counties as Washington, Winona, Steams, 
Hennepin and St. Louis without any benefit to many of the coun- 
ties where the timber was actually logged. 

The estimates of merchantable timber in the state, including 
white pine, norway pine, jack pine, hard woods, balsams, cedar, 
tamarack, spruce and poplar, vary from the 5,373,800,000 feet said 
by the census bureau in bulletin number yy, 1905, to have been 
owned in Minnesota by lumbermen, to the 20,968,902,000 feet esti- 
mated as standing by General Andrews, forestry commissioner of 
the state, in 1908. The holdings of the lumbermen are largely pine 
lands, the remaining portion being in the possession of settlers, spec- 
ulators and the state and federal governments. 

State Forestry Commissioner's Estimate of Standing Timber, 1908, by 

Counties 

Board feet 

Aitkin •. . . 138,074,000 

Becker 84,700,000 

Beltrami 3,122,200,000 

Carlton . . 1 97,410,000 

Cass '. 808,160,000 

Clearwater 118,015,000 

Cook 1,724,600,000 

Crow Wing 44,422,000 

Hubbard 174,660,000 

Itasca 2,042,304,000 

Kanabec 15,670,000 

Koochiching 3.312,650,000 
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Lake 2,303,200,000 

Mille Lacs 20,280,000 

Morrison 15,500,000 

Otter Tail 15,520,000 

Pine 116,166,000 

Roseau : . . .• 33,960,000 

St. Louis 6,715,400,000 

Todd ; 16,730.000 

Wadena 49,275,000 

T(?tal 20,968,902,000 



Detailed Statement of Timber Estimated as Standing in Minnesota 

Rough estimate by Gen. C. C. Andrews, forestry commissioner of Min- 
nesota, August, 1908, of the total amount of merchantable standing^ timber, 
board measure, and cords of standing wood for fuel.* 



Aitkin County 

It is estimated that each full township in this and the following 20 
counties contains on an average 1,500 acres, yielding 20 cords of wood 
each, exclusive of merchantable timber. Twenty-one counties are as- 
sumed to contain in the aggregate 1,000 townships of land. 

Ash 



2,304,000 Pine: 



Balsam 7,000,000 

Basswood 7,680,000 

Birch, white and yellow 3,072,000 

Cedar 10,000,000 

Elm 1,536,000 

Maple 2,688,000 

Oak 400,000 



Jack 8,000,000 

Norway 5,000,000 

White 3,000,000 

Poplar 40,000,000 

Spurce 38,400,000 

Tamarack 19,000,000 



Total 138,074,000 



Ash 

Balsam 

Basswood 

Birch, white and yellow 

Elm 

Maple 

Oak 



Becker County 

960,000 Pine: 

3,000,000 Jack 5,000,000 

3,200,000 Norway 5,000.000 

1,280,000 White 8,000,000 

640,000 Poplar 30,000,000 

1,120,000 Spruce 16,000,000 

1,500,000 Tamarack 8,000,000 



Total 84,700,000 



Beltrami County 



Ash 24,000,000 

Balm of Gilead 200,000,000 

Balsam 300,000,000 

Basswood 80,000,000 

Birch, white and yellow 32,000,000 

Cedar 140,000,000 

Elm 16,000,000 

Maole 28,000,000 

Oak 2,200,000 



Pine: 

Jack 325.000,000 

Norway 300,000,000 

White 225,000,000 

Poplar 300,000,000 

Spruce 400,000,000 

Tamarack 750,000,000 



Total 3,122,200,000 



♦Published as a part of the report of the Congressional Committee on Pulp 
and Paper Investigation. 
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Ash 

Balsam 

Basswood 

Birch, white and yellow 

Elm 

Maple 

Oak 



Carlton County 

1,152.000 Pine: 

4,000,000 . Jack 6,000,000 

3,860,000 Norway 8,000,000 

1,536,000 White 7,000,000 

768,000 Poplar 35,000,000 

1,344,000 Spruce 19,200,000 

550,000 Tamarack 9,000,000 

Total 97,410,000 



Ash 

Balsam 

Basswood 

Birch, white and yellow 

Cedar 

Elm 

Maple 

Oak 



Cass County 

3,360,000 Pine: 

11,000,000 Jack 205,000,000 

11,200,000 Norway 180,000,000 

4,480,000 White 175,000,000 

15,000,000 Poplar 112,000,000 

2,000,000 Spruce 56,000,000 

3,920,000 Tamarack 28,000,000 

1,200,000 

Total 808,160,000 



Ash 

Basswood 

Birch, white and yellow 

Cedar 

Elm 

Maple 

Oak 



Clearwater County 

1,200,000 Pine: 

3,200,000 Jack 20,000,000 

1,280,000 Norway 25,000,000 

3,000,000 White 30,000,000 

640,000 Poplar 10,000,000 

2.120,000 Spruce 16,000,000 

575,000 Tamarack 4,000,000 

Total 118,015,000 



Ash 

Balm of Gilead 

Balsam 

Basswood 

Birch, white and yellow 

Cedar 

Elm 

Maple 

Oak 

Ash 

Balsam 

Basswood 

Birch, white and yellow 

Elm 

Maple 

Oak 



Cook County 

9.600,000 Pine: 

45,000,000 Jack 350,000,000 

32,000,000 Norway 300,000,000 

32,000,000 White 275,000,000 

12,800,000 Poplar 320,000,000 

53,000,000 Spruce 160,000,000 

6,000,000 Tamarack 80.000,000 

11,200,000 

48,000.000 Total 1,724.600,000 



Crow Wing County 

304,000 Pine: 

2,000,000 Jack 2,850,000 

2,800,000 Norway 1,500,000 

1,120,000 White 800,000 

608,000 Poplar 17,000,000 

980,000 Spruce 14,000,000 

360,000 Tamarack 200,000 

Total 44,422,000 
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Ash 

Balsam 

Basswood 

Birch, white and yellow 

Elm 

Maple 

Oak 



Hubbard County 

1,750,000 Pine: 

800,000 Jack 60,000,000 

800,000 Norway 50,000,000 

320,000 White 45,000,000 

160,000 Poplar 8,000,000 

380,000 Spruce 4,000,000 

1,450,000 Tamarack 2,000,000 

Total 174,660,000 



Itasca County 



Ash 16.080,000 

Balm of Gilead 75,000,000 

Balsam 52,000,000 

Basswood 53,600,000 

Birch, white and yellow 21,440,000 

Cedar 80,000,000 

Elm 10,620,000 

Maple 18,760,000 

Oak 1,804,000 



Pine: 

Jack 265,000,000 

Norway 300,000,000 

White 210,000,000 

Poplar 536,000,000 

Spruce 268,000,000 

Tamarack 134,000,000 



Total 2,042,304,000 



Kanabec County 



Basswood 

Birch, white and yellow 

Elm 

Maple 

Oak 



350,000 
350,000 
320,000 
650,000 
1,300,000 



Pine: 
Jack . . . 
Norway 
White . 

Poplar . . . 

Spruce . . . 

Tamarack 



2,000,000 
500,000 
2,000,000 
6,000,000 
1,200,000 
1,000.000 



Total 15,670,000 



Koochiching County 



Ash 21,120,000 

Balm of Gilead 704,000,000 

Balsam 70,000,000 

Basswood 70,400,000 

Birch, white and yellow 28,160,000 

Cedar 125,000,000 

Elm 14,280,000 

Maple 24,640,000 

Oak 2,056,000 



Pine: 

Jack 425,000,000 

Norway 275,000,000 

White 325,000,000 

Poplar 700,000,000 

Spruce 352,000,000 

Tamarack 176,000,000 



Total 3,312,656,000 



Lake County 



Ash 14,400,000 

Balm of Gilead 65,000,000 

Balsam 48,000,000 

Basswood 84,000,000 

Birch, white and yellow 18.200.000 

Cedar 80,000,000 

Elm 9,600.000 

Maple 16,800,000 

Oak 7,200,000 



Pine: 

Jack 320,000,000 

Norway 450,000,000 

White 350,000,000 

Poplar 480,000,000 

Spruce 240,000,000 

Tamarack 120,000,000 



Total 2,303,200,000 
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Ash 

Basswood 

Elm 

Maple . . . 
Oak 



Ash 

Basswood 

Birch, white and yellow 

Elm 

Maple 

Oak 



Ash 

Basswood 

Birch, white and yellow 

Elm 

Maple 

Ash 

Balsam .' 

Basswood 

Birch, white and yellow 

Elm 

Oak 



Ash 

Balsam 

Basswood 

Birch, white and yellow 

Cedar 

Elm 

Maple 

Oak 

Ash 

Balm of Gilead ... 

Balsam . : 

Basswood 

Birch, white and yellow 

Cedar : 

Elm 

Maple . . .' 

Oak 



Mille Lacs County 

550,000 Pine: 

450,000 Jack 600,000 

450,000 Norway .\. . 1,750,000 

780,000 White 2,500,000 

1,200,000 Poplar 12,000,000 

Total 20,280,000 

Morrison County 

400,000 Pine: 

400,000 Jack 3,000,000 

160,000 Norway 2,000,000 

150,000 White 1,500,000 

240,000 Poplar 4,000,000 

650,000 Spruce 2,000,000 

Tamarack 1,000,000 

Total 15,500,000 

Ottcrtail County 

1,600,000 Oak I,700,0a0 

600,000 Poplar 6,000,000 

300,000 Spruce 3,000,000 

220,000 Tamarack 1,500,000 

600,000 

Total 15,520,000 

Pine County 

2,912,000 Pine: 

3,000,000 Jack 17,000,000 

3,040.000 Norway 8,000,000 

1,200,000 White 6,000,000 

1,064,000 Poplar 50.000,000 

1,250,000 Spruce 15,200,000 

Tamarack 7,500,000 

Total 116,166,000 

Roseau County 

500,000 Pine: 

1,000,000 Jack 5,000,000 

1,000,000 Norway 2,000,000 

410,000 Poplar 10,000,000 

5,000,000 Spruce 5,000,000 

200,000 Tamarack " 2,500,000 

650,000 

700,000 Total 33,960,000 

St Louis County 

40,800,000 Pine: 

100,000,000 Jack 1,100,000,000 

136,000,000 Norway 1,200,000,000 

136,000,000 White 1,350,000,000 

54,400,000 Poplar 1,360,000,000 

123,000,000 Spruce 680,000,000 

27,200,000 Tamarack 340,000,000 

47,600,000 

20,400,000 Total 67715,400.000 
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Todd County 

Ash 800,000 Pine : 

Basswood 300,000 Jack 2,400,000 

Birch, white and yellow 275,000 Norway 3,000,000 

Elm 300,000 White 2,500,000 

Maple 305,000 Poplar 3.000,000 

Oak 1,600,000 Spruce 1,500,000 

Tamarack 750,000 

Total 16,730,00a 

Wadena County 

Ash 650,000 Pine: 

Balsam 500,000 Jack 20,000,000 

Basswood 500,000 Norway 10,000,000 

Birch, white and yellow 200,000 White 8,000,000 

Elm 175,000 Poplar 5,000,000 

Maple 200,000 Spruce 2,500,000 

Oak 550,000 Tamarack 1,000,000 

Total 49,275,000 

The total stand of pine (jack, norway and white) in the state 
according to the figures given above is 9,294,900,000 feet, worth 
somewhere between $45,000,000 and $95,000,000 at the present 
time. In Mahnomen and Stearns counties is a considerable additi- 
onal pine stumpage. The returns secured by the tax commission 
in a reassessment of seven townships in Becker county would indicate 
that the estimates of the forestry commissioner are conservative 
and below the actual amount of the stand. 

The Becker county reassessment, made on the estimates of 
competent cruisers who went thru the timber carefully, disclosed 
147,000,000 feet of pine. If the same discrepancy between the 
commisioner's estimates and those of cruisers holds good for other 
counties, Minesota must have about 27,000,000,000 feet of timber 
instead of 20,968,902,000 feet as reported above, of which possibly 
one-third is pine. 

Referring again to the LJnited States census, it appears that in 
1905 there were»T26 logging or timber camps in the state, employing 
a capital of $4,804,540; the total value of their output was $16,- 
962,014. The saw mills of the state, according to the same author- 
ity, numbered 190, with a capital of $22,399,739 and a product 
of $25,848,222; the planing mills numbered 192, with a capital 
of $7,059,814 and a product of $21,407,480. Again referring to 
the census report, bulletin jj, it appears that the stumpage in 
Minnesota was w^orth on the average $4.65 per thousand feet, and 
saw logs $10.81 per thousand feet. These are the figures for 1905 
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and the prices for stumpage have gone up rather than down in 
the three years since the average was made out. 

The Assessment of Timber Lands, Lumber and Logs 

The comparison of the figures and estimates given above with 
the assessment of 1908 will bring out some interesting facts relative 
to the share of the tax burden borne by the lumber industry. Dur- 
ing the year 1907-1908 the cut in Minnesota was something more 
than a billion feet "of logs. To this amount should be added the 
cuts made by private, small concerns and settlers which were 
not scaled. Taking, however, a billion feet as a conservative 
estimate and using the census average of $10.81 gives the value 
of logs in Minnesota on May i, 1908, as approximately $10,- 
810,000. The timber standing in Beltrami county is estimated 
by General Andrews to be 3,122,200,000 feet; of this amount 850, 
000,000 feet are norway, white and jack pine, worth on the basis of 
$4.79 per thousand feet on the stump, as reported in the census 
bulletin number yy, page 22, the sum of $4,071,500. On the basis 
of fifty per cent of value the assessment would be $2,035,750, or a 
sum equal to 36.4 per cent of the entire real estate assessment of 
Beltrami county. In Cook county the value of the pine timber, 
figured on the same basis as that of Beltrami county, is $2,215,375. 
a sum practically equal to the total assessment of the real estate in 
the county. 

The table given below being limited to but 1500 acres of timber 
land, the variations in the tax statements do not show as great dif- 
ferences as actually exist when the whole timber body is considered ; 
hence the statement can undoubtedly be made that the taxes on 
timber vary from less than i cent per thousand feet to 50 cents per 
thousand feet. The average tax may be assumed to be in the 
neighborhood of not more than 15 cents per thousand feet of timber. 
The average tax per thousand feet as given in the table below is 
1 1 3^2 cents. 
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Table Showing Description, Assessment, Value and Taxation of Timber ir 
Certain Townships, Beltrami County* 



Description 


No. 
acres 


Estimate 
in ft. 


Value Assessment 


to value 


Taxes at 

1907 rate 

perM 


Twp. 149, R. 30 

Sec. 4 

Sec. 5 


160 

200 

80 

80 

80 
160 
200 

80 
240 
160 

80 

120 
120 


1,946,000 

1,138,000 

617,000 

600,000 

185,000 
605,000 
812,000 
394,000 
610,000 
400,000 
440,000 

1,520,000 
1,385,000 


$19,460 

11,380 

6,170 

6,000 

1,850 
6,050 
8,120 
3.940 
6,100 
4,000 
4,400 

15.200 
13,850 


$3,570 

2,584 

294 

168 

1,372 
3,lt)6 
3,080 
798 
4,802 
2,506 
2,030 

2.900 
2,400 


18.345% 
22.706 

4.765 

2.800 

74.162 
51.339 
37.931 
20.254 
78.695 
62.650 
46.136 

19.079 
17.329 


7.8c 
9.5 


Sec. 12 

Sec. 13 

Twp. 150, R. 30 

Sec. 22 

Sec. 24 

Sec. 25 

Sec. 26 

Sec. 27 


2.0 
1.1 

31.2 
21.9 
16.2 
8.6 
33.6 


Sec, 33 


26.8 


Sec. 35 

Twp. 148, R. 31 

Sec. 3 

Sec. 10 »... 


19.7 

8.1 

7.4 



♦This table is made from data presented to the tax commission by the Beltrami 
county tax lea^rue. The estimates of stumpage were made by cruisers employed by 
the league. These figures are disputed by lumbermen who own the property in 
question, and are not vouched for by the tax commission. 



The Taxation of Standing Timber 

The carrying charges against property in timber lands are 
heavy and it is contended that the cutting of the timber is hastened 
on that account before it is really matured. This is the burden of the 
opposition to the existing system of taxing timber' lands, and on that 
basis various suggestions have been made regarding a change in 
the present method. One or two of these will be considered before 
the close of the chapter. 

The amount of the charges against timber holdings has been 
placed at different figures. Taking for the sake of the example 
the value of the stumpage when bought a few years ago and the 
average taxes on the thousand feet of timber, some idea may be 
secured of the burden resting on such lands. As near as the tax 
commission has been able to ascertain interest charges are not far 
from 23 cents and taxes 15 cents per thousand feet, making the 
annual cost 38 cents per thousand feet. As the years go on this 
amount becomes a part of cost and might readily be assumed to 
bear interest also. In ten years' time the taxes on each thousand 
feet of standing timber will amount to $1.50, the interest compound- 
ed to $2.37, making a total carrying charge of $3.87. The cost of 
logging cannot be placed at less than $4.50 per thousand tho this 
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would vary with the logging chance, to which must be added the 
original cost of the timber land, which we have assumed to be $4.65 
per thousand. Assembling the costs, it appears that the owner must 
have $13.02 per thousand if he is to come out even at the end of ten 
years with a profit of six per cent. From this cost should be de- 
ducted the amount secured from the sale of the cut over land. 

Suggestions for the Taxation of Timber Lands 

All of the suggestions made regarding the taxation of timber 
lands have as their fundamental principle the separation of the value 
of the land from the value of the timber. While this has been the 
practice in Minnesota in making an assessment, the law has not 
permitted the exemption of the timber from taxation. The assessor 
in Minnesota separates the land and the timber for convenience in 
making the valuation. The argument advanced for exempting 
timber lands from taxation (on the timber only) is to encourage 
better forestry methods and to check the rapid denuding of these 
valuable properties. It is a. question how much encouragement 
would be given by exempting timber from annual taxes when inter- 
est charges are greater than the amount of the tax and in conse- 
quence the principle deterrent to holding timber for long periods 
of time. 

It has been suggested that the land itself should be taxed upon 
a nominal assessment while the timber on the land should remain 
exempt from taxation until it is cut. When cut a tax of so much per 
thousand feet should be levied against it. Upon this point the Ver- 
mont tax commission in its report for 1908 says: (pp. 83 and 84) 

This subject is comparatively a new one in this country and we have 
not, as on many others, the benefit of the experience of other states. The 
evil effects, however, of the present method of taxation as applied to forests 
are so obvious and are working such injury to these vital interests that we 
believe the legislature should take some action. 

The merits of the proposed method appear to us to be clear. A tax of 
fifty cents per thousand feet of lumber and thirty cents oer cord of wood 
cut for manufacturing purposes would produce an annual tevenue of prob- 
ably $150,000. 

When it is considered that this tax is to be paid but once in the life- 
time of a tree, and that it would be paid out of unearned increment, it can- 
not be regarded as burdensome. 

A strict enforcement of existing law would almost certainly result in 
wholesale deforestation of the most sDeedy and destructive character. The 
law contemplates and requires the appraisal of timber land, as of all other 
property, ,at its *true value in riioney/ Timber bearing land is now general- 
ly appraised at a fraction of its just value. To suddenly raise the appraisal 
to comply with the statutory requirement, including the full value of all 
standing timber, and to levy local rates of taxation on this appraisal year 
after year, would impose a burden which owners of this class of property 
would not endure when it could be avoided by immediate close cutting. 
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It seems to us that something, even in the way of experiment, is better 
than to allow the present conditions to continue. 

While not adopting the views set forth by the Vermont com- 
mission, the Minnesota commission beHeves'the plan has merit 
worthy of serious consideration. The state forestry commissioner. 
General Andrews, accepts the principle of the plan but is opposed 
to the extension of the exemption area to more than forty to eighty 
acres owned by one. individual. Such treatment would unquestion- 
ably tend to hold back the sales of timber lands to the lumber com- . 
panies but it would not be an incentive to the companies to check 
their cutting operations on lands already under their control. 

A Massachusetts committee in a report to the general court has 
the following to say about the Minnesota bounty system of encour- 
aging tree planting : 

In Minnesota $440,000 has been spent in bounties, the amount appropriated 
being $20,000 a year. The law has been in operation since 1877. The 
bounty is at the rate of $2.50 an acre. It is claimed by those who are in a 
position to know that some 50,000 acres pf standing timber can be traced 
directly to the operation of this law. It will be seen at a glance that, 
altho the law has accomplished results, it has done so at an enormous 
cost. 

This statement was made in 1905. 

Assessment Under Present Law 

The failure of the so-called wide open tax amendment to pass 
at the 1908 election delays the possiblity of changing the method of 
taxing timber lands for many years unless the supreme court passes 
favorably upon the suit now pending in the courts. The data so 
far obtained by the commission indicates that timber lands are 
assessed at a less value than other real estate. If the' assessment 
of timber lands must continue to be made under the existing law, 
the enforcement of the law will necessitate a material increase in the 
assessment. As shown above, the present assessment results in a 
heavy tax; it may readily be supposed therefore that an increase 
of assessment at local tax rates will bring to bear a burden that the 
lumber industry may have difficulty in meeting. There is, however, 
no option in the matter. As rapidly as possible the commission ex- 
pects to make by competent cruisers careful estimates of the mer- 
chantable timber standing in the state. This has been done in Becker 
county where the assessment of the timber lands brought to light a 
large stumpage value that had been practically ignored in the making 
of previous assessments, 
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The method of taxing logs under the present law is an3rthing 
but satisfactory. The law regards them as personal property, tax- 
able where manufactured into lumber. As it is now, the county 
where the timber stands loses the tax the year the cut is made, and 
even tho the logs are in the county the tax goes to another local gov- 
ernment many miles away. Justice would seem to demand that logs 
should be made an exception to the present law and be taxed where 
cut. Such a rule would undoubtedly increase the values now listed 
under item 17-A in the assessment list. The objection to this has 
been in the past the varying values put upon logs in the different 
assessment districts by assessors but under proper supervision this 
objection can be practically removed. The problem of taxing timber 
and timber land is not met by merely changing the place of tax- 
ation, but can be met only by a revision and a restatement of the 
present law, in which is recognized the difference between the land 
and the timber, and that timber is a crop which is reaped but once 
in many years and therefore taxable but once, instead of annually 
as at present. 



T. c- 
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CHAPTER XI 

THE MORTGAGE REGISTRY TAX 

The last legislature passed an act known as the mortgage reg- 
istry tax law, under which it was provided that a tax of fifty cent' 
should be paid on each $ioo or major fraction thereof of the prin- 
cipal debt or obligation which is, or in any contingency may be, se- 
cured by any mortgage of real estate situate within the state. It 
was further provided that all mortgages upon which such taxes are 
paid should be exempt from all other taxes, with the exception that 
nothing in the law should release such property from the laws re- 
lating to the taxation of gifts, inheritances, or those governing the 
taxation of banks, savings banks, or trust companies. (See chap- 
ter 328, sections 2 and 3, General Laws of 1907.) The law was 
a distinct departure from the principle of the general property tax 
and was enacted under the supposition that the constitutional amend- 
ment submitted by the legislature of 1905 was a part of the consti- 
tution. The law was approved April 27, 1907. It has therefore had 
a history of a year and a half. 

Inquiry Made of County Treasurers 

With the purpose of ascertaining the results obtained under 
the law and what the attitude of the people was toward the taxation 
of mortgages under a registry law, the tax commission sent to the 
county treasurers of the state the following inquiry : 

1. Total number of mortgages registered to October 1, 1908 

2. Income from mortgage registry tax during period April 30, 1907 to 

April 30, 1908; also during period April 30, 1908 to. September 
30, 1908 

3. How does the amount of the registration tax compare with the 

amount of revenue derived from the taxation of mortgages by 
the method employed in previous years? 

4. Who, as a matter of fact, pays the tax, the mortgagor or the mort- 

gagee? 

5. If the tax is paid by the mortgagee, does he charge it back in any 

way to the mortgagor? 

6. What effect, if any, has the tax on interest rates? 

7. Is the tax regarded with favor in your community? 

8. Can you suggest any changes that will improve the law? 
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Results of the Inquiry 

Returns answering part or all of the questions were secured 
from every county in the state. From the financial point of view 
the law is a distinct success. In the year and five months covered by 
the questions some 64,784 mortgage^ were registered in the differ- 
ent counties of the state. The sum paid in the first year amounted 
to $305,999.60 and in the five months, of the second year, $116,- 
515.15, a total of $422,514.75. When calculated roughly the 
amount of mortgages involved was about $84,000,000, a compar- 
atively small proportion of the mortgages held in the state. Owing 
to the uncertainty of the standing of the constitutional amendment 
many owners hesitated to place their property under registration and 
the returns possible under the law have not been reached thus far. 
The cloud now resting on the law, due to the failure of the tax 
amendment to secure the approval of the people at the last election, 
has materially retarded the registration of mortgages under it until 
the status of the amendment is finally fixed by the supreme court. 
The receipts for each county are given below : 

Table Showing Number of Mortgages Registered and Fees Paid April 30, 
1907, to September 30, 1908. 



COUNTY 



Aitkin 

Anoka 

Becker 

Beltrami . . . 
Benton .... 
Big Stone .. 
Blue Earth 

Brown 

Carlton .... 
Carver .... 

Cass 

Chippewa . . 
Chisago . . . . 

Clay 

Clearwater 

Cook , 

Cottonwood 
Crow Wing 

Dakota 

Dodge 

Douglas — 
Faribault . . 
Fillmore ... 
Freeborn . . 
Goodhue — 

Grant 

Hennepin .. 
Houston . . . 
Hubbard ... 

Isanti 

Itasca 

Jackson .... 
Kanabec ... 





Receipts 


Receipts 




Number 


Apr. 30, 1907 to 


Apr. 30, 1908 to 


Total 


Registered 


Apr. 30, 1908 


Sept. 30, 1908 




493 


$645.02 


$545.51 


$1,190.53 


341 


1,174.71 


380.00 


1,554.71 


1,213 


2,416.00 


664.00 


3,080.00 


866 


1,668.50 


694.50 


2,363.00 


354 


1,491.82 


371.00 


1.862.82 


399 


2,428.50 


495.50 


2,924.00 


827 


4,23:8.65 


1.913.75 


6.152.40 


292 


1,473.42 


383.00 


1.856.42 


696 


1.199.00 


498.00 


1,697.00 


256 


1,918.50 


652.50 


2,571.00 


508 


1,015.97 


311.35 


1.327.32 


474 


2,402.75 


661.60 


3,064.35 


377 


1,299.48 


271.50 


1.570.98 


1,077 


4,674.25 


1,174.50 


5,848.75 


666 


510.00 


311.50 


821.50 


62 


182.50 


624.50 


807.00 


458 


2,447.02 


1,553.50 


4,000.52 


550 


1,149.50 


608.00 


1,757.50 


705 


3,156.00 


1,198.00 


4,354.00 


381 


2,621.00 


660.00 


3,281.00 


654 


2,117.50 


422.50 


2,540.00 


569 


3,411.90 


1,267.50 


4,679.40 


612 


5,029.00 


861.50 


5,890.50 


659 


4,986.60 


1,241.50 


6,228.10 


532 


967.20 


212.50 • 


1,179.70 


272 


1,578.00 


346.00 


1,924.00 


10,970 


64,918.46 


26,102.50 


91,020.96 


311 


2,211.50 


447.28 


2,658.78 


493 


689.99 


344.00 


1,033.99 


396 


908.91 


180.50 


1,089.41 


567 


2,212.00 


482.00 


2,694.00 


487 


3,272.00 


1,048.00 


4,320.00 


420 


1,022.75 


453.00 


1,475.75 
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COUNTY 



ICandiyohi 

Kittson 

Koochiching: .... 
Lac qui Parle... 

Lake 

Le Sueur 

Lincoln 

Lyon 

McLeod 

Mahnomen 

Marshall 

Martin 

Meeker 

Mille Lacs 

Morrison 

Mower 

Murray 

Nicollet 

Nobles 

Norman 

Olmsted 

Otter Tail 

Pine 

Pipestone 

Polk 

Pope 

Ramsey 

Red Lake , 

Redwood 

Renville 

Rice 

Rock 

Roseau 

St. Louis 

Scott 

Sherburne 

Sibley 

Stearns 

Steele 

Stevens 

Swift 

Todd 

Traverse 

Wabasha 

Wadena 

Waseca 

Washington .... 

Watonwan 

Wilkin 

Winona 

Wright 

Yellow Medicine 

Total 





ReceiptB 

Apr. 30, 1907 to 

Apr. 30. 1908 


Receipts 




Number 


Apr. 30, 1908 to 


Total 


Registered 


Sept. 30, 1908, 




518 


$2,530.66 


$873.90 


$3,404.46 


659 


2,311.50 


645.94 


2.957.44 


412 


1,222.13 


632.15 


1.754.28 


524* 


3,170.00 


742.50 


3.912.50 


387 


4.336.54 


762.00 


5.098.54 


402 


2.556.25 


515.00 


3.071.25 


.387 


2,144.00 


547.00 


2.691.00 


561 


8,457.90 


975.00 


4,432.90 


303 


1,667.25 


432.00 


2,099.25 


975 


1.130.50 


480.00 


1.610.50 


1.226 


2,829.50 


669.37 


3.498.87 


670 


3.564.50 


1.432.00 


4.996.50 


422 


2,301.86 


432.60 


2.734.36 


561 


1.180.14 


448.00 


1.628.14 


887 


2.483.25 


709.66 


3.192.91 


580 


2.761.00 


1.798.00 


4,559.00 


439 


2,532.00 


1,037.00 


3,569.00 


270 


1.659.00 


409.00 


2,068.00 


367 


2,866.50 


.1,000.50 


3,867.00 


481 


2,039.00 


503.07 


2,542.07 


672 


4.873.22 


1,916.60 


6,289.82 


1,178 


5.287.50 


1,313.50 


6,601.00 


920 


1.808.22 


675.50 


2.478.72 


344 


3.110.50 


754.00 


3,864.50 


1,730 


6,330.53 


2,156.55 


8,487.08 


387 


1.570.50 


549.06 


2,119.56 


6,000 


25.366.50 


12,929.00 


38,295.50 


649 


1,714.50 


602.26 


2.316.76 


660 


3.385.95 


4,387.23 


7.773.18 


594 


8.328.00 


1,163.50 


4,491.50 


365 


3.466.00 


872.00 


4.338.00 


67 


2.193.44 


634.60 


2.827.94 


968 


1.504.00 


525.50 


2.029.50 


3,360 


. 17.540.96 


13,541.85 


31,082.81 


252 


1,334.00 


401.98 


1.735.98 


316 


1,030.43 


491.50 


1,521.93 


288 


1,679.00 


531.00 


2.210.00 


899 


8.684.95 


1,291.00 


4.975.95 


470 


3.471.81 


610.50 


4.082.31 


872 


1.739.50 


576.25 


2.315.75 


636 


2,719.17 


522.84 


8.242.01 


936 


2.474.47 


852.60 


3,327.07 


402 


2,301.00 


464.00 


2.765.00 


252 


1,690.00 


456.75 


2,146.75 


524 


1.353.29 


267.00 


1,620.29 


399 


2.523.10 


476.66 


2,999.75 


518 


2.413.01 


926.70 


8,339.71 


320 


884.30 


537.60 


1,421.80 


661 


3,076.01 


823.00 


3,899.01 


432 


6,283.00 


1.080.75 


7,363.75 


780 


8.412.46 


902.00 


4.314.46 


485 


2,773.50 
$305,999.60 


956.50 


3.730.00 


64,784 


$116,515.15 


$422,514.75 



Attitude Toward the Law 

The sentiment in the state regarding the law is distinctly di- 
vided. In 38 counties, treasurers reported that the law was re- 
garded with favor, in 31 counties the report was just tlie reverse, 
in 8 counties the sentiment was divided, and in the remaining 
8 counties the treasurers made no report upon the sentiment 
prevailing there. In many instances it was stated that the bankers 
were opposed to the law, the ground being that it took from them 
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many trusteeships, which the individual assumed under the new law. 
In other words, the owner no longer feared the tax and was not 
forced to use the bank as an agent. The reduction in business 
feared, however, has not been an outcome of the passage of the law. 
In 14 counties the treasurers stated that in their opinion the law 
should be repealed. The opinion that the mortgagor paid the tax 
was generally held by the treasurers and upon this basis most of the 
opposition to the law rests. Upon the matter of the interest rate 
and the effect of the law upon it the general opinion was that nO 
change had resulted ; in two or three instances it was definitely stated 
that some change had taken place. The report from Hubbard coun- 
ty declared that there had been a decline of i to 2 per cent, while in 
Le Sueur and Goodhue counties the tendency of the rate was re- 
ported to be lower. 

Changes Proposed 

In response to the question as to what changes would be de- 
sirable in the law, a number of suggestions are repeated here in the 
order of their importance. 

1. Distribute ^the receipts derived from the taxation of mort- 
gages to the revenue fund of the county instead of dividing it be- 
tween the different funds, townships, villages and school districts 

2. Graduate the tax to correspond with tbr life of the mort- 
gage 

3. Increase the rate on long time mortgages (the same idea 
as No. 2) 

4. Place a usury penalty upon the mortgagee who forces the 
tax upon the mortgagor 

5. Pay treasurers a compensation for collecting the tax 

Consideration of the Suggestions 

The first of these suggestions is included in the list of recom- 
mendations to the legislature (see chapter XVI). The second has 
been suggested in other states where the registry tax is in use. If 
the theory of the law as maintained by the supreme court in the case 
of Mutual Benefit Insurance Co. vs. Martin County, 104 Minn. 179, 
is correct, then the payment of fifty cents per hundred dollars of 
mortgage indebtedness is not a tax but a registration fee and the 
emphasis is not placed so much upon the life of the mortgage as it 
is upon the machinery provided in the law for the security of the 
creditor. The court said : 
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The subject of the taxation is the security and not the debt which it se- 
cures. Whatever is of value to a person may be made the subject of taxa- 
tion. It may be real estate or personal property, securities or privileges, 
and the tax should be imposed upon the possessors of such property in 
' proportion to their ability to aid in bearing the burdens which result from 
the existence of organized society. 

The right to possess and enjoy property is secured by law. This protec- 
tion is extended to all by general laws; but by particular statute the state 
often enables the owners of property to secure special protection therefor 
upon compliance with certain prescribed conditions. Thus, A. has $1,000 
in cash, which he loans to B., and the law protects his rights in B.*s obliga- 
tion to repay. But B.'s responsibility may be questionable, and A. may 
further protect himself by causing a lien to be created upon the real, estate 
belonging to B. Thus, by a transaction collateral to that out of which the 
debt grew, A. secures absolute security for the return of his property ac- 
cording to the promise of his debtor. Under our system the land is not 
conveyed. It is merely pledged as security. The state has thus enabled A. 
to secure something of special value under conditions imposed by a; statute 
designed primarily for his benefit. 

It has been stated by financial men that the average life of a mort- 
gage is about five years. The burden of the mortgage registry tax 
is, on that basis, i-io of i per cent per year on the dollar, an 
infinitesimal amount as compared with the greater certainty gained 
all around by taxpayer, assessor and tax collecting officers. The 
gain also in easier money and larger offerings of local loans is to be 
considered seriously before repeal of the law is undertaken and the 
old system reinaugurated. It is a question whether a scheme of 
graduating the tax with the life of the mortgage would not inter- 
fere with the simplicity of the law without resulting in any material 
benefit, as shown by the figures given above. 

The fourth suggestion was undoubtedly offered to meet the 
objection now made so often against the law, that the mortg^agor 
pays the tax. The answer to this objection is that the mortgagor 
has practically always paid 'the tax whether called upon to do so 
directly or not. Instances may be cited where mortgagees have been 
forced to pay the tax but the rate of interest in the communities 
w^hcre such practice exists is invariably higher. Under the forces 
of supply and demand the rate of interest is controlled and regulated 
by economic law. The lender under this principle gets a compensa- 
tion for his capital that is based on its value to the community. Ev- 
ery attempt by usury law to take any part of this from the lender 
results in the removal of the capital elsewhere. Usury laws have 
never been effective and by their very nature never can be. Men 
are not obliged to loan their capital except upon conditions which 
appear to them satisfactory and so long as this is true it is impos- 
sible to force the mortgagee to pay the tax except by forcing the 
interest rate down by making it as desirable as possible to loan 
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money thru greater security and freedom from interference. It 
is just this that the mortgage registry tax tends to do by removing 
the heavy burdens supposedly placed upon the lender but borne in 
the long run by the borrower. This principle is clearly recognized 
in the various methods of taxing mortgages as outlined in the ac- 
companying table. 

Taxation of Mortgages 

State Method 

Alabama, New 
York, Virginia, 

Minnesota Employ recording taxes. In New York replaces old an- 
nual tax of H%. 

Idaho Exempts mortgages, liens, etc. from all taxation. 

Indiana Exempts mortgagor from tax on real estate up to $700, 

providing exemption does not exceed one-half of as- 
sessed value of real estate, and the mortgagor must 
assist the assessor with name and residence of the 
mortgagee. 

Maryland Exemption except in eight counties; then a tax of 8% on 

interest levied. 

Pennsylvania ...Remits all local taxes, places a fixed state tax of 4 mills 
upon the amount of the mortgage. 

Washington ....Exempts when given in the purchase of real estate. 

Wisconsin 
Prior to 1903.. Taxed separately as a credit at the domicile of the mort- 
gagee. 

Since 1903 Tax mortgage as interest in property at the situs of the 

property. Mortgagor may assume the tax. 
California Same device, but forbids assumption by mortgagor. 

The fifth suggestion need be given but the barest consideration, 
since it is not the policy of the state to pay salaried officers to collect 
taxes when they have been commissioned for that purpose. 



The Standing of the Law 

The mortgage registry tax is essentially a compromise between 
those who believe mortgages should not be taxed at all and those 
who think they should be taxed. Its operation in Minnesota for a 
year and a half has already been shown. A few figures for New 
York by way of illustration of results there, since the Minnesota 
law was copied from the New York law, may not be amiss. Under 
the annual tax law in vogue in New York for the first six months of 
the years 1905-1906 mortgages were recorded to the extent of 
123,064, on which taxes amounting to $935,291 were collected at 
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an expense of $70,209. For the same period in 1906-1907 the mort- 
gages recorded went to 147,746, paying $4,950,278, and the ad- 
ministration expenses were $62,880. The same period in 1907-1908 
saw the registration of 123,900 mortgages; the returns were $3,- 
999,998 and the expense of administration reached $53,392. 

Whatever may be said of the law, it has two advantages over 
the ad valorem method of taxing mortgages : ( i ) greater revenue ; 
(2) greater equality in the taxation of mortgage securities. This 
statement is borne out by the comparison of the returns for item 
22 in the personal property list before and after the passage of the 
law. Item 22 (section 838, Revised Laws of 1905) is stated to be 
the amount of credits other than of banks, bankers, brokers or stock 
jobbers. Under this item mortgages, book credits, unsecured notes 
and miscellaneous credits were listed. In order that the comparison 
may be entirely fair, since the returns in 1907 for the assessment of 
property listed under item 22 was abnormal, the average of the 
amounts and state rates for the years 1905, 1906 and 1907 have been 
taken. • The figures for these years and 1908 are shown in the table 
below : 





Assessment Returns, Item 22, 


1905-1908 




Year 


Amount of 
Item 22 


Average 
Rate 


Tax 
Receipts 


1905 


$8,364,663 


26.2 mills 
25.6 mills 
25.91 mills 
26. mills 


$219,154 


1906 

1907 


15,894,826 

11,246,354 


406.907 
281,403 


1908 


9,1§7,710 


238,124 









The average amount listed during 1905-1907 was $11,835,281, 
which amounts at the average rate for the state of 25.9 to $306,534. 
The assessors listed $9,167,710 of personal property under item 22 
in 1908, which should bring into the coffers of state and local gov- 
ernments at the approximate average rate of 26 mills the sum of 
$238,124. To this amount must be added, in order to make the 
comparison complete, the sum paid in the first year of the mortgage 
registry tax. As has been seen, this amounted to $305,999, which, 
added to the tax on amounts listed under item 22 makes the joint 
receipts $544,411 as compared with the amounts set forth in the 
tables. It may be truly said that there has resulted both an increase 
in revenue and a greater equality of taxation of mortgage securities. 
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CHAPTER XII 
INHERITANCE TAXES 

Extent of Inheritance Taxes 

No tax has more to commend it from an economic standpoint 
than the tax imposed on the right to succeed to property on the 
death of the owner, commonly called an inheritance tax. In the 
language of an eminent economist, **It answers the requirements of 
every canon of taxation/' Under different names the tax is now 
employed in nearly every civilized countr}^ and is most highly de- 
veloped in the Australasian states where democratic ideas have 
taken the deepest root. It exists in Great Britain, France, Ger- 
many, Switzerland, the Netherlands, Belgium, Sweden, Norway, 
Denmark, Austria, Hungary, Italy and nearly all of the other Eu- 
ropean countries. "In the Australasian colonies succession duties 
are among the chief sources of revenue; and in some cases heavy 
progressive taxes have been imposed, not from fiscal considerations 
alone, but also for the purpose of breaking up large estates. The 
rates are progressive in all the colonies, rising to ten per cent in 
Victoria, New South Wales, South Australia and Western Au- 
stralia, to thirteen per cent in New Zealand, and to twenty per cent 
in Queensland. Sir Charles Dilke tells us that the institution of 
private property has not been weakened, nor capital driven from 
the colonies, by these progressive taxes. They have given ver>' 
general satisfaction and in almost every instance the rates have 
been increased after the tax has been in operation for a time. The 
graduation according to relationship is much less elaborate than in 
European countries ; usually not more than two or three classes of 
relatives are distinguished. None of the laws exempt direct heirs.*" 

The inheritance tax is now a part of the fiscal system of every 
state in the union except Alabama, Florida, Georgia, Indiana, Kan- 
sas, Mississippi, Nevada, Rhode Island and South Carolina. 



♦•'The Inheritance Tax," West, 2nd ed. pp. 66, 67. 
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Theories of Inheritance Taxation 

The economic theories for the inheritance tax are numerous 
and the arguments advanced in support of some of them are inter- 
esting and instructive. The most widely discussed theories are 
known as — the back tax theory, the receipt of property without toil 
or service theory, the diffusion of wealth theory, the co-heirship 
with the state theory, and the accidental or fortuitous income theory. 

The arguments in support of the leading theories are tersely 
set forth by the Wisconsin tax cornmission in their 1903 report as 
follows (pages 60 to 64) : 

Back Tax Argument 

The back tax theory has more popular support than any other, and in 
some states has been the most potent argument for the enactment of in- 
heritance tax laws. 

The claim is that as the general property tax is largely evaded during 
life, it is no more than just that the state should recover the equivalent 
from the recipient of property by a tax that cannot be evaded. The im- 
possibility of framing a law on a scientific basis to accurately reach the 
exact amount of the tax evaded during life will be recognized by the most 
casual observer. 

The difficulty of following the changes in the form, character, or value 
of property, throughout the life of a decedent so as 'to show the true con- 
tiition of the estate to the satisfaction of the court administering it is un- 
surmountable, and such investigation is possible only for a very short 
period immediately preceding death. The logical application of the back 
tax argument would demand the enactment of a law for levying an inherit- 
ance tax equal to the tax which should have been but was not assessed 
against the property in the life time of the owner. The burden would be 
cast on the state of establishing by proof, the assessment of the entire prop- 
erty from year to. year with the taxes paid thereon, and the various kinds and 
value of property during the same periods to ascertain the sum of taxes 
actually paid, and the amount which ought to have been paid. The diflfer- 
ence would be the inheritance tax in each particular case if the validity of 
the argument is to find expression in the law. 

In this country taxes on real estate are levied and paid. The in- 
stances where land escapes are exceedingly rare, generally due to the in- 
advertence of assessors and in this state efficient provisions exist for plac- 
ing all real and personal property on the tax roll whenever omitted in the 
three prior years. 

It is personal property of the intangible kind that escapes taxation. 
Visible personal property is generally found and taxed with as much cer- 
tainty as real estate. Therefore to be logical only intangibles such as 
money, notes, stocks, bonds, mortgages and other credits should be sub- 
ject to the inheritance tax. The loss of revenue legally due the state by 
the concealment or omission of this class of property is a strong induce- 
ment to the enactment of inheritance tax laws, and the argument is not 
to be wholly brushed aside when the policy of this legislation is considered. 
It must, however, be conceded that the theory of exacting from the heir 
the tax evaded by his ancestor cannot be sustained on equitable principles. 
It would be a penalty on the heir for the sins of his ancestor, which is not 
a good basis upon which to rest a just system of taxation. 

Income Without Toil or Service 

In the opinion of Dr. Richard T. Ely, an eminent authority on 
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economics, the inheritance tax can best be sustained on the theory that it 
falls on property which comes to the recipient without effort or labor. 

"Property," he says, "which comes by inheritance is an income received 
without toil. It is for the one receiving it, an unearned increment of 
property, and on this account may properly be taxed. The most satis- 
factory basis upon which property can rest is personal toil and exercise, 
of some kind and when a property comes otherwise than as a return for 
social service, a special tax finds a good solid basis in justice." 

Accident Income 

The accidental or fortuitous receipt of property on the occasion of the 
death of the owner is advocated by Dr. E. R. A. Seligman and Dr. Max 
West as a sound economic theory for the support of an inheritance tax. 

Dr. West's view is thus stated: 

"From the standpoint of the heir, an inheritance is a sudden acquisi- 
tion of property, without effort on his part; an accidental and perhaps un- 
expected increase of wealth, which manifestly increases his tax-paying 
ability. It is conceivable that where there is an income tax, inheritances 
might be taxed as income; but even if this were done, the accidental or 
gratuitous nature of such acquisitions would justify an additional tax, and 
since it is not done, there is a double reason for the inheritance tax. It is 
not true in every case, however, that the inheritance of property indicates 
an increase of tax-paying ability. The death of the head of a family may 
be a positive economic loss to the wife and minor children who enjoyed 
the use of his property while he was alive, and who were dependent upx)n 
his personal exertions for their support. But if his income was from 
'property rather than from personal exertions, his death will make little 
difference in the economic condition of. the family. If the income was 
wholly from interest, the economic conditions of the family will be some- 
what improved, for the income will remain the same, and there will be one 
less person to be supported by it; if it was from profits, the condition of the 
family may be improved or otherwise, according to the changes in the 
employment of the capital which may result from the owner's death. But 
in any case where property goes to collateral relatives, or even to self- 
supporting adult sons, there is a distinct increase of tax-paying ability." 

Ijr.. Seligman in his Essays in Taxation says: 

"The logical defence for the inheritance tax is thus the accidental- 
income argument. It is in harmony with the general basis of taxation — the 
faculty or ability of the individual to pay; it rounds out the existing system, 
whether based on property or on income; and it is not open to the ob- 
jections which may be urged in one form or another against each of the 
other theories. 

"Granting the desirability of the tax, we are at once confronted by the 
problem of graduated or progressive taxation. Graduation of the tax ac- 
cording to relationship has met with well-nigh universal acceptance; gradu- 
ation of the tax according to amount has given rise to more contro- 
versy. This question has been fully discussed in another place, with the 
conclusion that the theory of progression is more applicable to the in- 
heritance tax than to any other part of the fiscal system; and that, whether 
we base our demand on the limitation-of-inberitance theory, the faculty 
theory, or the compensatory theory, some scale of progression is both de 
sirable and practicable. 

"The inheritance tax today scarcely needs defence. It is found in 
almost every country; and the more democratic the country, the more 
developed is the tax. In some of the Canadian provinces, in the Australian 
colonies, in the Swiss cantons, in England itself, the rates are not only pro- 
gressive, but highly progressive. * * * In the United States also there 
is now a decided movement toward the progressive inheritance tax." 
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Unsound Objections 

The objections sometimes urged that an inheritance tax is a tax on 
capital or unequal or double taxation are unsound. The objection that 
the taxation is a discouragement to industry and thrift, and tends to drive 
capital away applies with far less force to the inheritance tax than to the 
general property tax. It sinks into comparative insignificance with the 
heavy burden of municipal taxes levied annually; whereas the inheritance 
tax is paid at long intervals, or once in a life time. 

Dr. Robert H. Whitten, in his address before the National Conference 
on Taxation, at Buffalo in May, 1901, well says: 

**One of the strongest arguments in favor of the inheritance tax arises 
from the recognized right and duty of the State to regulate inheritance to 
such an extent as the public welfare may require. The right of bequest 
and inheritance is a natural right only to the extent that it is socially 
useful; that it furnishes an incentive to the creation of wealth or furthers 
its preservation and judicious management. Although we uphold devise 
and descent as the best known method of securinlg this end, yet we must 
admit that it is open to very serious objection and very often fails com- 
pletely. While the man who acquires wealth by that act gives evidence 
of his ability to manage it properly, it is by no means, so certain that his 
heirs will possess that qualification. It is most fitting, therefore, that the 
State in apportioning the burden of taxation should take cognizance of this 
condition and obtain a portion of its revenue from estates at the time of 
their transfer to hands that have given no evidence of ability to manage 
them economically. Such a tax, if the rate be moderate, can only further the 
true social function of devise and descent, i. e., the furtherance of the crea- . 
tion and the judicious management of wealth. The tax is an incentive rather 
than a hindrance to the creation of wealth and insures that after its trans- 
fer at death a certain portion, at least, will serve a socially useful pur- 
pose. * * * * 

"As a result of the fact that the inheritance tax does not tax industry 
and can in no way be shifted, its imposition or alteration results in no" 
disturbance of business or industrial relations. This is a most notable ad- 
vantage, for the restrictive and prohibitive effects of some taxes and the 
severe disturbance of industrial conditions resulting from the introduction 
of other taxes, are extremely important, and are the causes that most often 
prevent the adoption of legislative reforms. It is the very great hardship 
and injustice resulting from the sudden imposition of a tax or from a change 
in its rate that effectually blocks 99 out of 100 of the proposed reforms. 
The inheritance tax can be imposed and its rate altered from time to time 
in response to the demands of justice or to the needs of the State without 
producing industrial disturbance or hardship." 

Mill's Views on Taxation of Inheritances 

John Stuart Mill not only favored progressive inheritance 
taxes but doubted the wisdom of laws providing for collateral in- 
heritance. His views on the subject are expressed in the follow- 
ing language : 

I see, therefore, no reason why collateral inheritance should exist ^ at 
all. * * * *There is no good reason why the accumulations of some child- 
less miser should, on his death (as every now and then happens) go to. enrich 
a distant relative who never saw him, who perhaps never knew himself 
to be related to him until there was something to be gained by it, and who 
had no moral claim upon him of any kind, more than the most entire 
stranger. 

The claims of children are of a different nature: they are real, and 
indefeasible. But even of these, I venture to think that the measure usually 
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taken is an erroneous one. * * * * Whatever fortune a parent may have 
inherited, or, still more, may have acquired, I cannot admit that he owes 
to his children, merely because they are his children, to leave them rich, 
without the necessity of any exertion. * * * * Without supposing extreme 
cases, it may be affirmed that in a majority of instances the good, not only 
of society but of the individuals, would be better consulted by bequeathing 
to them a moderate, rather than a large provision. * * * i should prefer 
to restrict, not what any one might bequeath, but what any one should be 
permitted to acquire, by bequest or inheritance. (Principles of Political 
Economy) 

Carnegie's Views on Taxation of Inheritances 

And Andrew Carnegie in "The Gospel of Wealth" has this 
to say : 

The growing* disposition to tax more and more heavily large estates 
left at death is a cheering indication of the growth of a salutary change in 
public opinion. * * * Of all forms of taxation this seems the wisest. Men 
who continue hoarding great sums all their lives — the proper use of which 
for public ends would work good to the community from which it chiefly 
came — should be made to feel that the community, in the form of the State, 
cannot thus be deprived of its proper share. * * * * By all means such 
taxes should be graduated, beginning at nothings upon moderate sums to 
dependents, and increasing rapidly as the amounts swell, until of the mil- 
lionaire's hoard, as of Shylock's, at least 

"The other half 
Comes to the privy coffer of the State." 

This policy would work powerfully to induce the rich man to attend 
to the administration of wealth, during his life, which is the end that society 
should always have in view, as being by far the most fruitful for the people. 
Nor need it be feared that this policy would sap the root of enterprise and 
render men less anxious to accumulate, for, to the class whose ambition 
it is to leave great fortunes and be talked about after their death, it will 
attract even more attention, and, indeed, be a somewhat nobler ambition, 
to have enormous sums paid over to the State from their fortunes. 

That the parent who leaves his son enormous wealth generally deadens 
the talents and energies of the son, and tempts him to lead a less useful 
and less worthy life than he otherwise would, seems to me capable of proof 
which cannot be gainsaid. 

If you will read the list of the immortals who "were not born to die," 
you will find that most of them have been born to the precious^ heritage 
of poverty. 

. Why should men leave great fortunes to their children? If this is done 
from affection, is it not misguided affection? Observation teaches that, 
generally speaking, it is not well for the children that they should be so 
burdened. Neither is it well for the State. Beyond providing for the wife 
and daughters moderate sources of income, and very moderate allowances 
indeed, if any, for the sons, men may well hesitate; for it is no longer 
questionable that great sums bequeathed often work more for the injury 
than for the good of the recipients. Wise men will soon conclude that, for 
the best interests of the members of their families, and of the State, such 
bequests are an improper use of their means. 

Justice Brown's Opinion 

The history and legal status of the inheritance tax in Minne- 
sota is ably and fully set forth by Mr. Justice Brown in State ex rel. 
vs. Bazille, 97 Minn. 11, as follows: 
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This statute represents the fourth attempt of our legislature to enact 
an inheritance tax law. It is, in essential respects, different from prior 
statutes on the subject, though the main purpose, an inheritance tax, is 
the same. 

The first statute enacted was declared unconstitutional in Drew v. 
Tifft, 79 Minn. 175, 81 N. W. 839, 47 L. R. A. 525, 79 Am. St. Rep. 446, for 
the reason, among others, that real property was excluded from its opera- 
tion, that it exempted certain corporations, prescribed a higher exemption 
to lineal than collateral heirs, and did not lay the tax upon the excess of 
the inheritance or, devise above the exemption. 

The second (Laws 1901, p. 402, c. 255) was held unconstitutional in 
State V. Bazille, 87 Minn. 500, 92 N. W. 415. 94 Am. St. Rep. 718, on the 
ground that it operated unequally as respects the exemption, in that the 
tax upon collateral heirs was laid on the whole inheritance when it ex- 
ceeded $5,000, while as to lineals the tax was upon the excess over $5,000. 
The result was an unwarranted discrimination in the mattei* of exemption; 
none being allowed collateral heirs receiving over $5,000. 

The third (Laws 1902, p. 43, c. 3) W^s declared void in State v. Harvey, 
90 Minn. 180, 95 N. W., 764, for the reason that it imposed a tax of ten 
per cent, double that allowed by the constitution. * * * * 

We come, then, to the main contention, namely that the statute violates 
the constitutional mandate of equality in taxation, and is void. Section 1, 
article 9, of our constitution provides, so far as here material, that: 

All taxes to be raised in this state shall be as nearly equal as may be: 
* * * Provided * * * that there may be by law levied and collected a tax 
upon all inheritances, devises, bequests, legacies and gifts of every kind 
and description, above a fixed and specified sum, of any and all natural per- 
sons and corporations. Such tax above such exempted sum may be uniform, 
or it may be * * * graded or progressive, but shall not exceed a maximum 
tax of five per cent. 

It is insisted that the proviso authorizing the inheritance tax must be 
construed in connection with the equality mandate, and that, properly con- 
strued, the tax, although it may be graded or progressive, must, as respects 
graded or progressive features, be made as nearly equSl as may be, and 
that the statute does not conform to this requirement. Counsel contend 
that this construction is sustained by the Drew case. In this we do not 
concur. 

The history of taxation is, in harmony with all human affairs, one of 
evolution. Its progress from the earliest times to the present day is one- 
of constant development, in keeping, with the advancing intelligence of 
man. unrolling step by step, with changing economic and social conditions, 
tardily however, new methods and means of subjecting untaxed property 
to the tax rolls. Originally public revenue was raised by voluntary con- 
tributions from the citizens; later, in response to appeals and solicitations 
of the rulers; and finally, when voluntary contributions ceased, as at the 
present day, by compulsory assessments, enforced by the operation of law. 
With this latter method came the demand, born of injustice and oppression, 
for uniformity and equality, and provisions securing it have long been a 
part of the fundamental law of all democratic forms of government. 
Formerly tangible property only was taxed. Franchises of corporations, 
special privileges and other intangible, yet valuable, property rights, never 
reached the tax lists. But in more recent times new species of property, 
"new in kind, unsubstantial in character, vast in extent, enormous in value," 
have, owing to industrial growth and commercial enterprise, come rapidly in- 
to existence (Jaggard, J., in State v. Western Union Tel. Co., 96 Minn. 22, 
104 N. W. 567), and methods and means of reaching and subjecting the same 
to its share of the public burdens have been developed and been put into 
practical operation by the legislatures and courts of this country. Ability 
or faculty to pay has come to be the test in determining the justness of 
taxation. It is "not only the basis of taxation but the goal toward which 
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society is steadily working. It lies instinctively and unconsciously at the 
bottom of our endeavors at reform." Seligman, Tax. 72. 

The equity and fairness of this theory, in its broadest sense, when we 
reflect upon the vast fortunes accumulated as the result of especially ad- 
vantageous opportunities and facilities, not possessed by people in general, 
is apparent and obvious. It works no injustice or harm to those thus for- 
tunately situated, does not injuriously affect productive or industrial agen- 
cies, and relieves in a measure those with lesser opportunities, and those 
to whom taxation is always an extreme burden. This theory does not, 
however, harmonize well with a strict application of the fundamental man- 
date of equality, as applied more particularly to the proportional system 
of taxation in force in this and other states. We mean by "proportional 
system" a tax at a fixed and uniform rate, in proportion to the amount of 
taxable property, based upon a cash valuation; and legislatures and. courts 
have been not a little embarrassed in attempts to apply it. 

But an examination of the books discloses that the equality mandate 
has been expanded and made to yield, from time to time, to new and ad- 
vancing social and economic conditions. The general principle is retained, 
but is applied with less rigor and strictness. In our own state it has been 
enlarged, extended, and departed from by the people. As it originally 
stood, our constitution in this respect prevented the assessment of property 
for local improvements, and it was amended by expressly excepting such 
assessments from the equality rule. Bidwell v. Coleman, 11 Minn. 45 (78); 
Sperry v. Flygare, 80 Minn. 325, 83 N. W.a77, 49 L. R. A. 757, 81 Am. St. 
Rep. 261. The equality mandate applies as a general rule to taxes upon 
property only, and is generally held by the courts of this country to have 
no application to inheritance taxation, because a tax of that nature is not 
one upon property but upon the right of succession or inheritance (27 Am. 
& Eng. Enc. [2d Ed.l 338), though in this state it was held to apply to 
inheritance taxes in Drew v. Tifft, supra, and also to a similar statute in 
State V. Gorman, 40 Minn. 232, 234, 41. N. W. 948, 2 L. R. A. 701, precisely 
as in other taxation, except as otherwise provided by the amendment under 
consideration. 

The statute before the court in the Gorman case prescribed, as a con- 
dition to the settlement of estates of deceased persons, the payment of 
what is known in England and other European countries as "probate 
duties;" that is, a tax graded in accordance with the valuation of the estate 
to be probated. The court there held that the statute violated the equality 
provisions of the constitution and was consequently void. Duties or taxes 
of the character of those imposed by that statute are sustained by nearly 
all the courts of this country, upon the principle that it is not a tax upon 
property and the equality rule does not apply. The question before us is 
whether the people, by the enactment of the amendment under considera- 
tion, intended to the extent expressed therein to make a farther departure 
from the equality rule. That such was the intention was, distinctly held 
in the Drew case, and v.'e have no misgivings respecting the correctness 
of the conclusion there reached. It was there said that the provision au- 
thorizing the tax to be graded or progressive was a distinct departure from 
the rule of equality, as near as may be, and authorized the legislature, in 
its discretion, to graduate the tax by increasing the percentage, within the 
maximum limit of five per cent, as the value of the property received in- 
creased. 

In line with that decision we hold that the clearly disclosed object of 
the amendment to the constitution was to authorize an inheritance tax 
law similar to those in force in other states of this country; in other word*?, 
to ingraft upon the fundamental law of this state a well-known and general- 
ly understood system for raising public revenue. We therefore turn our 
attention for a moment to an inquiry into that system, and some of the 
general principles associated and connected with it. We will not extend 
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the opinion by a protracted discussion of the subject, but only refer briefly 
to a few general principles of the law of taxation. 

The inheritance tax has been in existence for years, and, although not 
generally in force in the states of this country until recent times, the gen- 
eral principle has been practiced in European countries for ages, and for 
a number of years in some of the states of the Union. It is variously 
termed an "inheritance tsx," ''succession tax/* "legacy tax," and "probate 
duties"; but, whatever it may be termed, it is not a tax upon property, but 
upon the right of succession thereto. * * * 

^ Ouf constitution provide that the tax may be "uniform, graded, or pro- 
gressive." This language can be construed in but one light. It has a fixed 
and definite meaning in the law. Seligman in his work on Progressive 
Taxation (page 11) says: "The term 'progressive tax' or 'graduated tax,' 
is also used in another way. If a different rate is levied on different kinds 
(not different amounts) of property or income, we speak not of a gradua- 
tion but of a differentiation of the tax. But, if different rates are levied 
on inheritances or bequests, according to the degree of relationship of the 
heir or successor, the tax is sometimes called a graduated or progressive 
tax. In ordinary cases, 'progressive' denotes a changed rate for altered 
amounts." 

Authority to classify persons and property for the purpose of taxation 
is well settled. When based upon isome reasonable and practical rule, 
founded on such substantial difference of situation or circumstances as to 
reasonably suggest the jpropriety of a distinction, or based upon some rule 
of public policy, the courts sustain various forms of classification. * * * 
The subject is one resting in the discretion of the legislature, restricted only 
by the rule of reasonableness and propriety. The authority of the state in 
this respect is well expressed in Bell's Gap R. Co. vs. Pennsylvania, 134 
U. S. 232, 10 Sup. Ct. 533, 33 L. Ed. 892, where it was said: "It may im- 
pose different specific taxes upon different trades and professions, and may 
vary the rates of excise upon various products. It may tax real estate 
and personal property in a different manner. It may tax visible property 
only, and not tax securities for payment of money. It may allow deduc- 
tions for indebtedness, or not allow them. All such regulations, and those 
of like characttr, so long as they proceed within reasonable limits and 
general usage, are within the discretion of the state legislature, or the 
people of the state in framing their constitution." 

Graduated or progressive taxation is intimately associated with that 
of classification, and perhaps amounts, substantially, to the same thing. 
The progressive rule is applied to the income tax, which in principle is 
identical with the inheritance tax; the only difference being that the income 
tax is one upon property, while the inheritance tax is upon the right of suc- 
cession. It is applied in different forms, not materially dissimilar to that 
fixed by the statute under consideration, in all states and countries where 
the income or inheritance tax is in force; the amount of the income or 
inheritance being made the basis for a different rate of taxation. The rule 
applied in our sister states and by the federal court sustains the statute 
under discussion, whether it be termed a classified or a progressive tax. It 
is in a sense arbitrary, but not so unreasonable or unfair as to justify in- 
terference by the courts. 

******** 

* * * In most of the states where this form of taxation is in force, 
a distinction is made between collateral and lineal descendants, and in 
some lineals are not taxed at all, while in others a greater tax is imposed 
upon collaterals than upon lineals. A distinction might properly have been 
made by the legislature of this state, but the failure to do so is not fatal to 
the statute. Whether a differentiation should be made is a matter of legis- 
lative discretion, and in no sense a judicial question. 

A careful consideration of the entire subject, in the light of these gen- 
eral principles, leaves in our minds no doubt that the framers of the con- 
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stitutional amendment intended, as said in the Drew case, to depart from 
the rule of equality as respects an inheritance tax. It was another step in 
the evolution of taxation in this state. The statute in question is not 
obnoxious to the constitution as thus amended, and must be sustained. The 
authority to make the tax graded or progressive was incorporated in the 
law advisedly, and in view of the well-known and firmly established system 
ot such taxation in force in this country, based upon the wise and whole- 
some doctrine that ability to pay is the true basis for all taxation. Though 
it results in a measure in inequality, it conforms to a system sanctioned and 
supported by the authorities generally, and is not repugnant to constitu- 
tional principles. Three distinct classes are created by the statute, and 
there is absolute equality between the members of each. The same ex- 
emption is allowed to those of all classes, and the same rate of taxation is 
imposed upon members coming within the several classes. 

Tax Rates and Exemptions 

To give some idea of the development of the tax and show the 
rates and exemptions in various countries and states, the following 
tables have been prepared: 



Table Showing Inheritance Tax Rates and Exemptions in Certain European 
Countries 



Countries 


Husband and Wife 


Direct Heirs 


CoUateral Heirs 


Strangers 




Rate 
per cent 


Exemption 


Rate 
per cent 


Exempt' n 


Rate 
per cent 


Exempt'n 


Rate 
per cent 


Exempt'n 


France . . . 


3i-9 




1-5 




6-8 

3-10 

6^o-13%o 




15-204 
10-26 

8 

6 

7 

10 
8r-9i 




Germany. 






$119-$238 
$107.20 
$53.60 

■$i26!66" 


S119-S238 










$107 20 


Sweden.. . 

Netherl'ds 
Austria 


1-4 
l-2i 


$107.20 


1-2* 


$107.20 
$26i-'-$462 


$53.60 


«i26.6d$462 


$120.60 


Hungary. . 
Belgium.. . 


1^4o-32,^o 

'nil 


"$19 "so" 












\fk 




Italy.. .. 


$19.30 













Table Showing Rates and Exemptions in the Australasian Colonies* 





Direct Heirs 


CoUateral Heirs 


Strangers 




Rate 
per cent 


Exemption 


IRate 
per cent 


Exemption 


Rate 
perlcent 


Exemption 


New South Wales 


1-5 
1-5 

li-6 


£ 1,000 
1,000 
500 
200 
1.500 
200 
100 


2-10 
2-10 
li-10 
12-10 
1-10 
2-6 
2i-10 


£ 1,000 
1.000 
11500 

200 
1,500 

200 . 

100 


2-10 
2-10 
If-lO 
4-20 
1-10 
2-6 
L5i-13 


■ 

£ 1,000 
1,000 


Victoria 


South Australia 


1*500 


Queensland 


' 200 


West Australia 


1,600 


Tasmania 


200 


New Zealand 


100 







*Table taken from N. Y. Special Tax Ck)mmis8ion report for 1907, page 18. 
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Table Showing Rates and Exemptions in the Canadian Provinces* 





Direct Heijs 


Collateral Heirs 


Provinces 


Rate 
per cent 


Exemption 


Rate 
per cent 


Exemption 


British Ck^lumbia 


li-5 
2-10 

1-8 

'IP 


$25,000 
25,000 
50,000 
26,000 
50,000 
10,000 
5,000 


5-10 
1-10 
6-10 
5-10 
5-10 


$5,000 


Manitoba 


4,000 


New Brunswick 


5,000 


Nova Scotia 


5,000 


Ontario 


10,000 


Prince Edward Island - . . 


3,000 


Quebec 









♦Table given in N. Y. Special Tax Commission report for 1907, page 131. 



Rates in United Kingdom 

In the United Kingdom an estate duty calculated on the value 
of the estate as a whole is levied as follows : 

When the principal value of the estate is — 

Exceeds ^ 100 and does not exceed jC 300 30 shillings 

Exceeds 300 and does not exceed 500 50 shillings 

Exceeds 500 and does not exceed 1,000 2 per cent 

Exceeds 1,000 and does not exceed 10,000 3 per cent 

Exceeds 10,000 and does not exceed 25,000 4 per cent 

Exceeds 25,000 and does not exceed 50,000 4i per cent 

Exceeds 50,000 and does not exceed 75,000 5 per cent 

Exceeds 75,000 and does not exceed 100,000 5^ per cent 

Exceeds 100,000 and does not exceed 150,000 6 per cent 

Exceeds 160,000 and does not exceed 250,000 7 per cent 

Exceeds 260,000 and does not exceed 500,000 8 per cent 

Exceeds 500,000 and does not exceed 750,000 9 per cent 

Exceeds 750,000 and does not exceed 1,000,000 10 per cent 

Exceeds 1,000,000 and does not exceed *1,500,000 tH percent 

Exceeds 1,600,000 and does not exceed *2,000,000 tl2 percent 

Exceeds 2,000,000 and does not exceed *2, 500,000 tl3 per cent 

Exceeds 2,600,000 and does not exceed *3,000,000 tl4 percent 

Exceeds 3,000,000 and does not exceed * flS per cent 

*10 per cent on the first 1,000,000. 
tOn the remainder. 

In addition to the estate duty calculated upon the estate as a 
whole as shown by the above table, collateral heirs are compelled 
to pay legacy and succession duties on their share of the estate as 
follows :* 

Brothers and sisters and their descendants 3 per cent 

Uncles a|id aunts and their descendants. 5 per cent 

Great unbles and great aunts and their desjrendants 6 per cent 

Other persons : 10 per cent 

Thirty-seven of the forty-six American states levy some kind 
of an inheritance tax. Twenty-two states impose the tax on the 
transfer of property to direct heirs as well as collateral heirs and 
strangers, while ififteen impose the tax only upon the transfer to 
collateral heirs and strangers. 

*Data from West's "The Inheritance Tax." 
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Rates and Exemptions in American States 

Table showing the rates and exemptions in force in the American states 
levying inheritance taxes and also showing to whom the tax is paid. 





Collateral Heirs 


Direct Heirs 




State 


Rate 
per cent 


Exemptions 


Rate 
per cent 


Exemptions 


Recipient 


Arkansftfl 


2-5 
3 

5-20 
5 
6 

4 

5 
1^5 

5 
2-6 

5 

5 

5 
li-15 

2 

5 
1^5 
2-6 

5 
2-10 

5 
2-12 

5 

5 

5 
3-12 
3-7i 
li-15 


$2,000.00 

600.00-2,000.00 

500.00 

10,000.00 

500.00 

500.00-2,000.00 

500.00-2,000.00 

1,000.00 

500.00 


1 

1-3 

2 


$20,000.00 

4,000.00-10,000.00 

10,000.00 

10,000.00 


State 
State 
State 
State 
State 


California 


CJolorado 


Coimecticut 


Delaware 


Idaho 


1-3 
1 


4,000.00-10,000.00 
20,000.00 


State 
State 
State 


Tllinoifl. ,. 


Iowa 


Kentucky 






State 


Lousiana 


2 


10,000.00 


Parishes 
State 


Maine 


500.00 

500.00 

1,000.00 

100.00 

10,000.00 


Maryland 






State 


Massachusstts 

Michigan 


1-2 

1 
li-5 


10,000.00 

2,000.00 

10,000.00 


State 
State 
State 
State 


Minnesota 


Missouri 


Montana 


500.00 
500.00-2,000,00 


1 
1 


7,500.00 
10,000.00 


State 60% 

State 

State 


Nebraska 


New Hampshire 


New Jersey 


500.00 

500.00 

2,000.00 

26,000.00 

200.00 

100.00-600.00 

500.00-2,000.00 

250.00 

100.00-500.00 

250.00 

500.00-2,000.00 

10,000.00 




• 


State 


New York 


1 
1 


10,000.00 
2,000.00 


State 
State 
State 


North Carolina 

North Dakota 


Ohio 






State 76% 
State 
State 
State 


Oklahoma 


1 
1 


5,000.00-10,000.00 
6,000.00 


Oregon 


Pennsylvania 


South Dakota 

Tennessee 


1 


5,000.00 


State 
State 


Texas 






State 


Utah 


6 


10,000.00 


State 
State 


Vermont 


Virgmia 








State 


Washington 

West Virginia 




1 

1 

1-3 

2 


10,000.00 

20,000.00 

2,000.00-10,000.00 

10,000.00 


State 




State 
State 
State 


Wisconsin 


100.00-500.00 
600.00 


Wyoming. 
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Receipts from Inheritance Taxes 

Table showing yield of state inheritance taxes in the United States, 
1905-1907 

States 1905 1906 1907 

Arkansas $755.00 $850.00 $450.00 

California 532,760.00 292,750.00 740,940.00 

Colorado 48,646.00 48,646.00 393,250.00 

Connecticut 284,117.00 274,258.00 

Delaware 1,550.00 1,551.00 1,244.00 

Illinois 741,304.00 714,151.00 362,966.00 

Iowa 141,721.00 190,747.00 160,251.00 

Kentucky 550.00 

Louisiana 86,654.00 

Maine 69,075.00 70,534.00 88,601.00 

Maryland . 107,820.09 133,228.00 

Massachusetts 694,180.00 712,720.00 772,499.00 

Michigan ^ '. 180,825.00 28^7,298.00 179,363.00 

Minnesota 159,454.00 142,358.00 

Missouri 305,550.00 213,13L00 248,699.00 

Montana 5,191.00 6,884.00 21,164.00 

Nebraska 2,120.00 2,120.00 

New Hampshire 3,276.00 86,396.00 

New Jersey 202,667.00 200,780.00 241,480.00 

New York 4,627.05L00 4,713,311.00 5,435,394.00 

North Carolina 5,324.00 4,673.00 

North Dakota 100.00 100.00 

Ohio 406,744.00 124,456.00 10,571.00 

Oregon 19,241.00 19,240.00 12,247.00 

Pennsylvania 1,677,185.00 1,507,962.00 1,379,092.00 

South Dakota 1,450.00 1,730.00 

Tennessee 34,309.00 34,310.00 

Utah '. 9,971.00 39,889.00 28,557.00 

Vermont 41,058.00 40,581.00 52,412.00 

Virginia 20,214.00 28,741.00 23,129.00 

Washington 23,735.00 42,799.00 56,284.00 

West Virginia 10,494.00 ^6,052.00 95,013.00 

Wisconsin 125,964.00 103,954.00 396,458.00 

Wyoming 5,662.00 3,083.00 1,880.00 

Total $10,217,413.00 $10,064,216.00 $11,066,306.00 

The total receipts from inheritance taxes in the state of Min- 
nesota during the fiscal year ending July 31, 1908, were $43,454. 
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Table Showing Yield of Inheritance Tax in Minnesota by Counties 



Counti^ * 


1905-1906 


1906-1907 


1907-1908 


Total for 
3 Years 


Becker 




$110.82 

6,111.06 

225.51 




$110.82 


Blue Earth 




1,770.49 


7,881 64 


Bi« Stone 




226.51 


Brown. 




591.68 


691.68 


Clay 


1,475.68 




1,476.68 






645.00 

3.75 

703.40 

117.00 

918.40 

755.92 

116.22 

20,739.03 

300.72 

21.98 


645 00 


Dod«e...-. 


62.40 




56 16 


nnugltui, . f 




703.40 


Faribault 






117 00 


Fillino»^. , 




109.83 

363 !27 

35,233.96 


1,028.23 


Freeborn 


222.93 


978 86 


Goodhue 


469.49 


Hf^Tif^pin 


75.856.06 


131,829 06 


Houston 


300.72 


Jackson 






21 98 


Kittaon 




210.00 


210.00 


I/ac qui Parte. ....................... 


79.12 




79 12 


Le Sueur 


311.86 




311.86 


Lyon 




327.73 


327 73 


McLeod 




47.40 
1.031.10 


47.40 


Mftrflhftll 






1,031.10 


Meeker 




74.80 
177.01 

99.71 
675.00 
521.66 


74.80 


Morrison 






177.01 


Mower 


98.83 




198 64 


Nobles 




675.00 


OlfnfitAH 


1,018.15 


2,452.54 
4,422.66 


3,992 36 


Otter TaU 


4,422.66 


Pipestone 




34.60 
3,973.12 


34 60 




76,790.07 


14,006.69 
39.60 


94,769.88 


Redw^ 


39.50 


Renville 




132.65 

77.72 

1,949.49 

2,681.11 

116.94 

632.18 


132.66 


Rice ! 


28.98 
298.99 
736.96 

29.32 


884.31 


991.01 


Rock 


2,248.48 


St. Louis 


269.75 


3,687.82 


Sibley 


146.26 


Steams 


159.00 


691 . 18 


Steele 


413.49 
575.17 


413 49 


Swift 




5.44 

77.03 

649.47 


680.61 


Todd 




77.03 


WftblwHa 






649.47 


Waseca 




688. 4i 

11,178.50 

178.55 


688.41 


WAflhington 


48.44 


22.07 


11,249 01 


WfLinnwan .......... ... . , . . . , . 


178.55 


WlttiTl 


1,296.98 




1,295 98 


Winona 


64.334.25 


4.377.95 
265.39 


68,712.20 


Wright 




265 39 










Total 


$159,020.57 


[$142,358.96 


$43,454.66 


$344,834.09 







In the thirty-nine counties not moitioned in the foregoing table no inheritance taxes were 
reported up to July 31, 1908. 
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Table Showing the Average Annual Receipts from Inheritance Taxes for 
the Three-year Period 1905-1907, and the Average Annual Per Capita 
Receipts from the Tax for the Same Period in Comparison With the 
Estimated Taxable Wealth and the Estimated Per Capita Wealth in 
Several Typical American States 



State 


Average Annual 

Receipt from 

Inheritance Tax 

1906-1907 


Average 

Annual 

Per Capita 

Receipt from 

Inheritance 

Tax 

1906-1907 


Estimated 

Taxable Wealth 

(U. S. Census 

Report 1904) 


Estimated 
Per Capita 

Wealth CU. S. 
Census 

Report 1904) 


New York 


$4,925,252.00 

1,521,413.00 

726,466.00 

606,140.00 

522,150.00 

255,793.00 

216,829.00 

214,976.00 

208,792.00 

164,239.00 

163,514.00 

114,944.00 

76,060.00 

44,684.00 

40,939.00 


SO. 68 
.24 
.26 
.13 
.35 
.08 
.09 
.11 
.10 
.07 
.30 
.07 
.11 
.13 
.08 


S13.4^G,ft57,904.00 

103i;ifi4L719.00 

4.5:^a>llH,'J04.00 

8,5;M.0DIJ,:i47.00 

H.KS0.^15J59.00 

:.i,."j':i-;j:n,'f22.00 

■.i:iv.K[ 17,130.00 

:_V,Li:i2,4yLi.L^02.00 

2J3;i.filL297.00 

3,04a.314,'j27.OO 

1.100, 77:^. 1:43. 00 

:i,J - M92.00 

• -xo,«/u-x,m72 . 00 

341,662,644.00 

986,169,383.00 


$1,867.70 


Pennsylvania 


1,707.46 


Massachusetts 


1,672.26 


Illinois 


1,689.12 


California 


2,582.32 


Missouri 


1,147.04 


Michigan 


1,297.39 


New Jersey 


1,546.63 


Wisconsin 


1,292.09 


Iowa 


1,828.26 


Colorado 


2,046.71 


♦Minnesota 


1,728.73 


Maine 


1,095.79 


Vermont 


1,036.05 


Washington 


1,805.60 



* For three year period ending July 31, 1908. 



Per Capita Receipts in Several Countries 



The per capita revenue derived from inheritance taxes in the 
United Kingdom, 1905-1906, was $2.02; France, 1905, $1.41; 
Italy, 1904-1905, $0.24; Germany, 1904 (from the several state 
taxes), $0.11; Germany, 1906-1907 (estimated income from the 
Imperial inheritance tax), $0.28; Victoria, 1903-1904, $1.24; South 
Australia, 1903-1904, $0.97; Queensland, 1903-1904, $0.92; New 
Zealand, 1903-1904, $0.88; New South Wales, 1903-1904, $0.79. 



Decline in Receipts 

The receipts from inheritance taxes in Minnesota have de- 
clined each year since the law took effect. The receipts for the 
years 1905-1906 were $159,020.57; for the years 1906-1907, $142,- 
358.96; and for the year ending July 31, 1908 they were $43,- 
454.56; the average annual receipts for the three-year period be- 
ing $114,944.69. It is evident that if the present rates and ex- 
emptions are maintained very little revenue can be safely counted 
upon from this source. A revenue measure in a state having the 
taxable wealth of Minnesota, which does not yield, on the average, 
more than $114,944.69 annually can hardly be considered a pro- 
nounced success. 



MINNESOTA TAX COMMISSION 183 

Objectionable Features of Present Law 

The law contains several objectionable features. No distinc- 
tion is made between direct and collateral heirs, or between heirs and 
strangers ; and it applies a single fixed rate to the entire inheritance. 
For the purposes of taxation the law provides that all inheritances 
under $10,000 shall be exempt and divides inheritances above the 
exemption into three classes. The first class includes inheritances 
between the sums of $10,000 and $50,000; the second, sums be- 
tween $50,000 and $100,000; and the third, those above $100,000. 
The rate on all inheritances falling within the first class is i>^ per 
cent; falling within the second class, 3 per cent; and falling within 
the third class, 5 per cent. 

Under this scheme, a beneficiary whose inheritance falls just 
above the line of given classification because of the higher tax, act- 
ually receives less than an heir whose inheritance falls just below 
the line. To illustrate : a beneficiary whose inheritance amounts to 
$100,000.01 is taxed at the rate of 5 per cent on $90,000.01 (the 
amount above the exemption) or $4,500 and receives net from the 
estate, $95,500.01, while a beneficiary whose inheritance amounts 
to $99,900 is taxed at the rate of 3 per cent on $89,900, or $2,697, 
and receives net from the estate $97,203. The beneficiary having 
the smaller inheritance thus receives $1,702.99 more than the one 
inheriting the larger amount. This discrimination does not render 
the law unconstitutional but it is certainly unfair and uncalled for. 
The amount of the inheritance falling within each class should be 
taxed at the prescribed rate for that class. An inheritance of, say, 
$115,000 should be taxed ij4 per cent on $40,000; 3 per cent on 
$50,000 and 5 per cent on $15,000, making a total tax of $2,850 in- 
stead of 5 per cent on the whole amount. 



New York and Wisconsin Rates and Exemptions 

If the tax amendment submitted to the people in 1906 and now 
before the court is declared adopted the commission invite atten- 
tion to the law prepared and recommended by the special tax com- 
mission of New York in 1907 and also to the law now in force in 
Wisconsin and California. 
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The classification, rates and exemptions recommended by the 
New York commission are shown by the following table : 

Table Showing Rates and Exemptions in Proposed New York Laws 





Exemp- 
tion* 


Rates Applicable to the Fractional part Between 


Relationship 


On Excess 

above 

Exemption 

up to 

$25,000 


$25,000 

to 
$100,000 


$100,000 

to 
$600,000 


$500,000 

to 
$1,000,000 


On excess 

above 
$1,000,000 


Father, mother, hus- 
band, wife, child, brother, 
sister, wife or widow of 
son, husband of daughter, 
adopted or mutually ack- 
nowledged child 


$2,500 

250 
100 


Per Cent 

1 

3 
5 


Per Cent 

2 

6 

10 


Per Cent 

3 

9 
15 


Percent 

4 

12 
20 


Percent 
5 


Other lineal ancestor, 
lin6al descendant of bro- 
ther or sister, uncle or 
aunt, first cousin 


15 


Any other relative per- 
son or corporation 


25 



* In case the entire estate of deceased amounts only to $10,000 in class one (1) above, and 
only to $2,500 in the other classes, no tax whatever is imposed. 



The rates shown in the second column of the above table, 
namely i per cent in the case of near relatives, 3 per cent in the case 
of more distant but yet near relatives and 5 per cent in the case of 
most distant relatives and strangers, are called primary rates, and 
apply to the first $25,000 or amounts less than that sum coming to 
each recipient above the exemption; as shown in the first column of 
the table. Upon sums over $25,000 the rates are determined as fol- 
lows: on the amount shown in the third column of the table the 
rates are twice the primary rates; on the amount shown in the 
fourth column the rates are three times the primary rates; on the 
amount shown in the fifth column the rates are four times the 
primary rates and on the amount shown in the last column the 
rates are five times the primary rates. 

The law provides that the progressive rates shown in this table 
shall apply only to the amount falling within a given class and not 
to the entire share or amount coming to the recipient. 
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Wisconsin and California Rates and Exemptions 

The following table shows the classification, rates and exemp- 
tions prescribed by the laws of Wisconsin and California : 

Tables Showing Rates and Exemption in California fuid Wisconsin Laws 





Property 
Exemp- 
tion 


Rates AppUcable to the Fractional Part Between 


Indication of 
Relationship 


On Excess 
after de- 
duction of 
Exemp- 
tion from 
$25,000 


$25,000 

to 
$60,000 


$50,000 

to 
$100,000 


$100,000 

to 
$500,000 


Excess 

above 

$500,000 


Husband, wife, lineal is- 
sue, lineal ancestor, a- 
dopted or mutually 

Brothers, sisters, and their 

widow of a son or hus- 
band of a daughter 

Uncles, aunts and their 
descendants. ......... 


Widow, 

$10,000, 

others 

$2,000 

500 
250 

150 
100 


Per Cent 

1 

1§ 
3 

4 
5 


Per Cent 
H 

2i 
4i 

6 

7§ 


Per Cent 
2 

3 
6 

8 
10 


Per Cent 
2i 

3} 
7i 

10 
12§ 


Percent 
3 

4§ 
9 


Brothers or sisters of the 
grandfather or grand- 
mother or their descen- 
dantff 


12 


Persons in other degrees 
of collateral consan- 
guinity, strangers and 
corporations not ex- 
i>inpt 


15 







In Wisconsin and California, as shown by the above table, the 
rate for amounts falling within the second class is one and one- 
half times the primary rate; in the third class, twice the primary 
rate; in the fourth class two and one-half times the primary rate 
and in the fifth class three times the primary rate. 

The commission believe that the Wisconsin law so far as the 
amount fixed for each class is concerned, is preferable to the New 
York plan but in all other respects they prefer the law prepared by 
the New York commission because it is less complex and on th«i 
whole as equitable. 



The Situation in Minnesota 

If the court decides that the amendment was not adopted it will 
be impossible to frame an equitable or satisfactory inheritance tax 
law. The constitution provides "that there may be by law levied 
and collected a tax upon all inheritances, devises, bequests, legacies 
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and gifts of every kind and description above a fixed and specified 
sum, of any and all natural persons and corporations. Such tax 
above such exempted sum may be uniform, or it may be graded or* 
progressive, but shall not exceed a maximum tax of five per cent/' 
The supreme court in the case of Drew vs. Tift. 79 Minn. 175 
(185) holds that "the exemption must be uniform, and apply equal- 
ly to all persons and corporations, for it is only the tax above a fixed 
and specified sum which may be uniform, graded, or progressive." 
In other words no greater exemption can be granted a widow than 
is allowed a stranger. The exemption must be the same for all re- 
gardless of their claims upon the estate. Within the narrow bounds 
fixed by the constitution it will be impossible for the legislature to 
advance far in the direction of ideal inheritance tax legislation. 
The present law can be very much improved however by reducing 
the exemption and classifying the beneficiaries. If the heirs were 
graded and the rates, exemptions and classes fixed as shown in the 
following table, better results would undoubtedly be obtained. This 
plan if adopted would not only be more just to all concerned but 
would produce more revenue. 

Table Showing Exemptions and Rates Suggested by the Commission 





Amount 
Exempt 


Rates Applicable to the Fractional Part Between 


Indication of 
Relationship 


On Excess 

after 
Deduction 
of Exemp- 
tion from 
$2,500 


$2,500 

to 
$10,000 


$10,000 

to 
$25,000 


$25,000 

to 
$75,000 


Over 
$76,000 


Widow and minor child- 
ren of deceased 

Father, mother, husband, 
children of full age, 
brother, sister, wife or 
widow of son, husband 
of daughter, adopted 
or mutually acknow- 
ledged child 


$250 

$250 

$250 
$250 


Per Cent 
1/10 

i 

1 
3 


Per Cent 
1/5 

1 

2 
31 


Per Cent 

1 

2 

3 
4 


Per Cent 
3 

3i 

4 
4§ 


Per Cent 
5 

5 


Other lineal ancestors, 
lineal [descendant of 
brother or sister, uncle 
or aunt, first cousin . . . 

Any other relative, per- 
son or corporation 


5 
5 



Exemptions and Rates 

The commission favor a large exemption for the widow and 
emption shall be uniform in amount and it is impossible under its 
terms to grant the widow a larger exemption than is given the most 
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remote relative or a stranger. The present law grants an exemption 
of $10,000 with the result that distant relatives and strangers in- 
herit considerable fortunes without the payment of any tax. This 
undesirable state of affairs can be remedied by making the ex- 
emption small and imposing a nominal tax on inheritances of less 
than $10,000 going to the surviving widow and minor children as 
indicated in the foregoing table. In this way the shares going to 
distant relatives and strangers can be reached and taxed without 
imposing any appreciable burden upon the members of the family 
having the greatest claim upon the estate. 

When the amount of the inheritance is small there are ample 
reasons for making a very marked difference in the rate applied to 
the shares of near relatives and those going to distant relatives and 
strangers ; but when the amount of the inheritance reaches the 
point where the income from it is sufficient to supply every need 
and all reasonable luxuries there is no substantial economic reason 
for a distinction. Just when this point is reached it is difficult to 
determine but it would seem that the income from $75,000 ought to . 
be sufficient to provide every rational need and comfort. If this is 
true no real injustice will be done by taxing all inheritances above 
that amount at a uniform rate of 5 per cent as suggested in the 
table. 

Conclusion 

The classification and rates given above are presented by the 
commission as suggestive of what may be done in the way of im- 
proving the present law. The rates in each class should apply ex- 
.clusively to the amount of the inheritance falling within that par- 
ticular class and the unjust discrimination now existing thus avoided. 

If the county assessor system recommended by the commission 
is adopted it might be well to have inheritances appraised by the 
county assessor, subject of course to revision by the probate court, 
instead of by appraisers specially appointed by the court. Such an 
appraisement would be less expensive for the heirs and the work 
would, in most cases, be more thoroly performed. Economists and 
experts on taxation quite generally agree that inheritance taxes 
should be assigned to the state, leaving the local communities other 
sources of revenue for their support, and this view has been adopted 
by nearly all the states levying inheritance taxes, including our own. 
With no part of the proceeds going into local treasuries however 
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there is little incentive for local authorities to give much attention 
to the enforcement of the law. The tax commission is nowhere 
specifically given the power of supervision and the result is that 
the law is rather loosely administered. Inasmuch as the tax is dis- 
tinctively a state tax much better results would probably be ob- 
tained if it was made one of the specific duties of the commission 
to supervise its collection and see that the law imposing it is care- 
fully enforced. 
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CHAPTER XIII 

THE STATE FINANCES 

The question of expenditure in the government of a state is 
as much of a problem as that of revenue. Revenue and expenditure 
cannot in any broad consideration of taxation be separated since 
the amount of one depends directly upon the other. It is not to be 
denied that Gladstone's statement that "good finance consists more 
in the spending than in the collecting of revenue'' contains an im- 
portant truth. In order that the matter of state expenditures and" 
the source of the revenue from which the expenditures are made may 
be understood by the people of the state, this chapter is presented 
as a part of the report of the commission. 

The Revenues of the State 1908 

The revenue for the fiscal year closing July 31, 1908, amounts 
to $12,446,280.70, an increase of $1,195,938.43 over the preceding 
year. The increase of receipts is to be found mainly in the returns 
from the general property tax and the gross earnings tax on rail- 
road earnings and telephone companies, while there was some de- 
cline in the payment of incorporation fees, the sale of binder twine 
and the sale of timber from state lands. Of the nearly $12,500,000 
received by the state, $7,384,530.26 was ^;-aised by taxation. Of 
this amount, 45.2 per cent came from the general property tax, 46.4 
per cent from the railroad gross earnings tax, and 8.4 per cent from 
miscellaneous taxes on public utility corporations. The receipts for 
1907 and 1908 are given under five classes in the table below : 

Classification of State Revenues, 1907* and 1908 

I. Taxes 1907 1908 

General property tax $2,508,587.97 $3,335,504.19 

Gross earnings of railroad companies.. 3,370,336.63 3,425,305.26 

Insurance company taxes 370,724.18 365,294.41 

Inheritance tax 142,358.96 43,454.56 

Telegraph and telephone companies 95,679.51 124,663.80 

Express and transportation 40,833.99 39,408.70 

Shipping — steam and sail 16,176.43 16,320.47 

Liquor licenses 315.00 34,578.87 

Total $6,445,012.67 $7,384,530.26 

*Such variations as are to be found in the table on page 11 of the Pre- 
liminary Report are accounted for by the fact that the former table was 
compiled from figures obtained from the treasurer's office, whereas this 
table is compiled from figures furnished by the auditor's. off ice. The group- 
ing of items is not identical in the two offices. 
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II. Departmental Earnings, Fees, Fines, Licenses, 

Miscellaneous Receipts 

1907 1908 

Dairy and food commission $7,190.66 $13,709.47 

Game and fish commission 6,137.49 11,903.96 

Hunters' licenses 13,837.26 16,464.20 

Oil inspection 32,208.05 43,864.15 

Grain inspection 236,998.91 . 269,211.77 

Hay inspection 6,565.50 7,537.50 

Insurance ^commissioner 59,247.32 60,607.43 

Secretary of state 6,663.55 2,671.20 

Incorporation fees 159,565.00 68,650.00 

Bank fees 6,270.00 9,577.50 

Fire warden (services) 693.72 575.77 

Public examiner 900.00 1,800.00 

. Miscellaneous 98,732.75 100,192.13 

Total $635,010.21 $606,765.08 

III. Earnings of Institutions 

Receipts and earnings (including federal 

aid to the University and Soldiers' 

Home) $499,831.68 $551,766.23 

Sale of binder twine 1,262,428.04 1,239,293.6© 

Total $1,762,259.72 $1,791,059.82 

IV. Loans and Interest 

Interest on deposits $33,236.42 $39,179.10 

School loans 463,934.59 429,730.99 

Repayment of various loans 301.02 12,969.39 

Redemption of bonds 229,000.00 270,000.00 

Interest paid on land contracts 272,187.09 281,851.97 

Interest on trust fund bonds 303,705.00 295,652.77 

Sale of certificates of indebtedness for 

University 100,000.00 350,487.50 

Total $1,402,364.12 $1,679,871.72 

V. Lands and Royalties 

Sales of grass on state lands $616.88 $858.58 

Sales of timber on state lands 595,826.70 555,235.66 

Principal paid on land contracts 213,433.86 190,525.89 

Mineral permits and contracts 31,985.00 21,000.00 

Royalties on iron ore 163,833.11 216,433.69 

Total $1,005,695.55 $984,053.82 

Grand total $11,250,342.27 $12,446,280.70 

The increase in revenue is due, as already stated, to an increase 
in receipts from taxation, to somewhat larger earnings from institu- 
tions, and to greater payments of loans and interest, tho the differ- 
ence in group IV over last year is due to the sale of university 
certificates of indebtedness. On the other hand departmental earn- 
ings are less than last year, and the receipts from lands and royalties 
are below the figure of the previous year. 
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Expenditures, 1908 

During the same fiscal year, August i, 1907 to July 31, 1908, 
the state auditor issued warrants amounting to $11,917,485.56, an 
advance over the previous year of $1,229,481.41. This increase is 
due mainly to an increased expense in conducting the government, 
larger support of public institutions, the erection of public buildings, 
and a greater apportionment of money to public schools. The ex- 
penditures as tabulated by the state auditor's office are given in the 
following table: 



Expense Warrants Issued by the State Auditor, 1907 and 1908 

1907 1908 

Legislative expenses $189,975.25 

Executive expenses 216,491.23 $274,453.98 

Judicial expenses 168,494.21 196,438.35 

State boards and commissions 318,403.79 402,657.72 

Societies, associations and institutes.; 77,933.92 59,106.18 

High schools, training schools and school 

libraries 549,818.78 948,602.65 

Support of state institutions - 2,112,175.55 2,444,858.54 

Public buildings 948,136.49 1,166,708.48 

Printing, advertising and publishing 136,113.51 45,208.55 

Invested funds 1,650,538.58 1,480.118.00 

Apportioned school fund 1,471,419.59 1,650,096.62 

Payments on state debt 150,000.00 150,000.00 

Interest on state debt 22,750.00 17,937.50 

Dramage 53,822.41 98,852.64 

Grain inspection . . . ^ 253,812.21 271,089.72 

Soldiers' relief 93,586.82 82,861.62 

Apportioned to fire companies 107,911.27 115,578.15 

National guard 91,748.51 116,342.73 

Wolf, horse thief and tree bounties '. . . 51,475.35 56,796,25 

State lands and parks 50,028.42 64,528.86 

Indian war pensions 40,706.80 51,788.60 

Prison twine plant 1,217,632.24 1,237,342.36 

State road and bridge appropriations 130,259.40 

All other purposes 715,029.22 855,858.66 



Total . .^ $10,688,004.15 $11,917,485.56 

A somewhat better understanding of the nature of the ex- 
penditures can be obtained by grouping the items given in the table 
above under general heads such as conduct of government, state 
institutions, public buildings, etc. 

T. c— 7. 
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Statement Showing Expenditures by Groups, 1907-1908 

Purpose 1907 1908 

Conduct of government *$1,333,318,6'^ $1,254,377.18 

State institutions support 2,112,175.55 2,444,858.54 

Buildings and equipment 2,165,768.73 2,404,050.84 

Investments and payments of debts -. . 1,823,288.58 1,648,055.50 

School subsidies and apportionment §2,021,238.37 2,598,699.27 

Internal improvements 53,822.41 229,112.04 

National guard, pensions, soldiers' relief... 226,042.13 250,992.95 

Fire companies apportionment 107,911.27 115,578.15 

Bounties, societies, etc 129,409.27 115,902.43 

All other purposes 715,029.22 855,858.66 

Total $10,688,004.15 $11,917,485.56 

*Includes legislative expenses, 1907. 

§Does not include university expense, which is included in item 2, state 
institutions. 

Cost of Government 

As near as can be determined the amounts raised by taxation 
for the support of government in 1908, for both state and local 
purposes, aggregate $30,432,649.42. To this sum must be added 
the receipts of the state from miscellaneous sources and of the local 
governments fromjicenses. As given in the table below, a marked 
increase in expenditures may be noted in every division of the gov- 
ernment. This condition of affairs means better schools, better 
roads and better institutions, but there is a limit to the extent that 
the increase can be carried. This statement is not a warning but 
the recital of a fact worthy of consideration by every citizen. In 
the less than thirty years since 1880 the sums raised by direct taxa- 
tion, not including the gross earnings taxes, have increased abour 
seven fold. The population of the state in that time has grown 
from 780,773 to 2,000,000 and. the amount of assessment oi proper- 
ty in the state has increased about four times. These statements 
indicate the progress of the northwest toward increased cost of 
government, but better service and more extended improvements 
are to be measured against it. Tlie real need is not curtailment, 
but careful inspection of expenditures. 

Expenditures of State and Local Governments 

I. State Expenditures 1907 1908 

Revenue $6,495,175.91 $7,299,855.33 

General school 1,474,279.94 1,652,370.18 

University 510,229.11 645,538.16 

Various funds 2,181,128.99 "2,280,667.01 

Total *$10,660,813.95 *$1 1,878,430.68 

*Total amount of warrants issued. 
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II. County Expenditures 

Revenue $2,689,110.29 $2,970,319.84 

Roads and bridges 496,404.44 654,737.34 

Poor 304,669.65 331,355.30 

Bonds and interest '^ 221,693.47 160,280.86 

Other expenditures 387,534.83 490,003.59 



Total $4,099,412.68 $4,606,696.93 

III. City and Village Expenditures 

Revenue $3,709,172.49 $3,989,313.81 

Roads and bridges 330,509.96 361,987.47 

Poor 140,396.85 151,088.30 

Bonds and interest 1,186,436.54 1,276,785.89 

Improvements 1^027,283.03 1,217,203.03 

Special expenditures 847,788.54 1,072,104.17 



Total $7,241,587.41 $8,068,482.67 

IV. Township Expenditures 

Revenue $612,583.90 $631,399.06 

Roads and bridges 1,232,202.29 1,439,389.64 

Poor t 54,477.69 67,958.42 

Bonds and interest 87,223.04 70,649.38 

Special expenditures 80,207.53 140,003.81 



Total $2,066,694.45 $2,349,400.31 

V. School District Expenditure 

School purposes $5,905,346.96 $7,817,098.55 

Bonds and interest 196,157.33 206,440.70 



Total $7,101,504.29 $8,023,539.25 

Grand total $31,170,012.78 $34,926,549.84 

Receipts from Licenses 

The receipts of the local governments are not fully stated in 
the table just given. Only the figures from taxation are there set 
forth. In addition to these amounts are the considerable sums re- 
ceived by the towns, villages and counties from liquor and other 
licenses. In order to secure information of reliable character upon 
the amount of money received from licenses, the commission under- 
took an investigation covering the year 1908, the results of which 
are set forth in the table below and w hich may be briefly summar- 
ized here. The total sum paid for licenses in Minnesota in 1908 
was $2,905,773.05; of this amount $2,776,771.69 was paid for 
saloon licenses, the remainder was paid for bowling alleys, billiard 
tables, theatres, circuses, dogs, automobiles, etc. A little less than 
one-half of the amount received for saloon licenses, $1,273,210, was 
paid by saloons in Hennepin, Ramsey and St. Louis counties. 
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FIRST BIENNIAL REPORT 

SUMMARY BY VILLAGES AND ENTIRE COUNTY 



County 



Liquor 



Billiard 
Table 

Bowling 
AUey 



Circus 



Aitkin 

Anoka 

Becker 

Beltrami 

Benton 

Big Stone. . . . 
Blue Earth. . 

Brown 

Carlton 

Carver 

Cass 

Chippewa. . . . 

Chisago 

Clay 

Clearwater. . . 

Cook 

Cottonwood. . 
Crow Wing. . . 

Dakota 

Dodge 

Douglas 

Faribault 

Fillmore 

Freeborn 

Goodhue 

Grant 

Hennepin 

Houston 

Hubbard 

Isanti 

Itasca 

Jackson 

Kanabec 

Kandiyohi.. . . 

Kittson 

Koochiching. , 



.Total o 

Total o: 
.Total ol 

Total o: 
.Total o 

Total o 
.Total ol 

Total ol 
.Total ol 

Total ol 
.Total ol 

Total ol 
.Total o: 

Total o: 
.Total ol 

Total oJ 
.Total o 

Total o: 
.Total o. 

Total ol 
.Total o: 

Total o! 
.Total o 

Total ol 
.Total ol 

Total o: 
.Total o 

Total ol 
.Total ol 

Total o: 
• Total o: 

Total ol 
.Total ol 

Total o 
.Total o 

Total ol 
.Total ol 

Total ol 
.Total o: 

Total ol 
.Total ol 

Total ol 
.Total o: 

Total o: 
.Total ol 

Total o 
.Total o: 

Total o 
.Total o. 

Total ol 
.Total o 

Total o 
.Total o: 

Total ol 
.Total o 

Total o. 
.Total ol 

Total o: 
.Total o 

Total Ol 
.Total o 

Total ol 
.Total o 

Total o 
. Total o 

Total o 
.Total 

Total 
.Total 

Total 
.Total 

Total 



villages 

county and villages , 

villages 

county and villages 

villages 

county and villages 

villages 

county and villages ^ 

villages 

county and villages 

villages 

county and villages 

villages 

Mankato, county and villages . . 

villages 

county and villages 

villages 

coimty and villages 

villages 

county and villages 

villages 

county and villages 

villages 

county and villages -. 

villages 

county and villages 

villages 

coimty and villages 

villages 

county and villages 

villages 

county and villages 

villages 

county and villages 

villages 

Brainerd, county and villages . . 

villages 

county and villages 

villages 

county and villages ; . . . . 

villages 

county and villages 

villages 

county and villages 

villages 

coimty and villages 

villages 

county and villages 



villager 

Red Wing, county and villages . . 

villages 

coimty and villages 

villages 

Minneapolis, county and villages 

villages 

county and villages 

villages '. . . 

coimty and villages 

villages 

coimty and villages 

villages , . . 

county and villages 

villages 

county and villages 

villages 

county and villages 

villages 

county and villages 

villages 

county and villages 

villages 

coimty and villages 



$6,000.00 

7,000.00 

8,500.00 

10,500.00 

14,750.00 

14,760.00 

40,730.00 

41,480.00 

8,000.00 

10,000.00 

20,950.00 

20,950.00 

10,500.00 

39,500.00 

26,750.00 

27,750.00 

16,500.00 

16,500.00 

'24,755.00 

25,265.00 

14,760.00 

14,760.00 

12.200.00 

12,200.00 

13,000.00 

13,000.00 

56,000.00 

56,000.00 

6,500.00 

6,500.00 

2,000.00 

2,000.00 

7,600.00 

8,400.00 

1,000.00 

14,600.00 

28,200.00 

29,700.00 

11,300.00 

11,300.00 

14,250.00 

14,260.00 

26,060.00 

26,060.00 

18,000.00 

18,000.00 

16,000.00 

16,000.00 

21,300.00 

33,800.00 

12,670.00 

12,670.00 

16,860.00 

509,350.00 

8,000.00 

8,000.00 

5,600.00 

6,500.00 



34,600.00 

41,500.00 

13,650.00 

14,660.00 

4,200.00 

4,346.26 

1,600.00 

1,600.00 

10,600.00 

10,600.00 

17,000.00 

21,500.00 



$35.00 

35.00 

124.00 

124.00 

36.00 

35.00 

20.00 

20.00 

70.00 

70.00 

135.00 

216.00 

30.00 

30.00 

100.00 

100.00 



402.60 
402.60 
6.00 
5.00 
129.60 
129.50 



116.00 

115.00 

10.00 

115.00 

70.00 

70.00 

100. oa 

100.00 

260.00 

260.00 

680.00 

680.00 

946.00 

946.00 

188.00 

188.00 

102.76 

•162.75 

116.00 

116.00 

120.00 

3,342.72 

107.00 

107.00 

30.00 

30.00 

25.00 

25.00 



137.60 

137.60 

6.00 

5.00 

66.00 

66.00 

100.00 

100.00 



$32.00 
32.00 
17.00 
17.00 
201.00 
201.00 
200.00 
200.00 
11.00 
11.00 
17.60 
17.60 
24.00 
144.00 
13.00 
13.00 
33.00 
33.00 
18.60 
18.60 
63.00 
63.00 
49.00 
49.00 
60.00 
60.00 
34.92 
34.92 



15.00 
15.00 



210.00 
26.00 
26.00 
31.50 
31.60 
65.00 
66.00 
23.60 
23.60 
53.00 
53.00 

113.25 

113.26 
99.60 

164.60 



24.45 

624.46 

49.00 

49.00 

164.00 

164.00 

12.00 

12.00 

68.00 

68.00 

18.60 

18.50 



26.50 
26.50 



14.00 
14.00 
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OF RECEIPTS FROM LICENSES FOR 1908 



I 
Automobile; 



Dog 



Auctioneer 



Peddler 



Theatre 



All Other 



Total 



$14.00 . 

14.00 . 

11.00 

11.00 

2.00 

2.00 

8.00 . 

8.00 . 

18.00,' 

18.00i 

15.00 

81.00' 

36.00; 

36.00' 



3.00 
3.00 



10.00 
10.00 
7.00 
7.00 
20.00 
20.00 



12.00 

12.00 

5.00 

5.00 



$158.00 

158.00, 

32.00 

32.00 



$5.00 
5.00 
2.00 

12.00 
7.00 

57.00 



$9.25 
9.25 
33.25 
33.25 
37.25 
37.25 



25.00 

25.00 

24.00 

352.00! 

182.00 

182.00, 

205.00 

205.00 

20.00; 

20.00! 

21.00 

21. oo! 

15.00, 

15.001 

14.00l 

14.00! 

373.00 

373.00 



20.00 



20.00 



$150.00 
150.00 



50.00 
10.00 
60.00 



10.00 



50.00 



20.00 



20.00 



30.00 



110.00 



15.50 

15.50 

41.00i 

41.00 

46.00 

46.00 

104.00 

104.00 

42.00 

42.00 

9.00 

9.00 

24.50 

24.50 

17.50 

17.50 

8.00 

8.00 



10.00 




2.00 
2.00 



15.00 
. 15.00 
105.00 
105.00 
101.00 
101.00 



100.00 

100.00 

21.00 

21.00 



5.00 
6.00 


64.00 
64.00 


10.00 
96.00 


25.00 


96.00 




13.50 
13.50 


9.66 
9.00 



14.00 
14.00 
140.50 
140.50; 
152.00 

152. 00 ; 

8.00 
8.00! 



24.001 
24.00 
22.50 
22.50 
40.00 
40.00 
17.00 
17.00 
26.00 
173.00 
28.50 
28.50 
73.50 
10,134.03 
12.00 
12.00 
13.60 
13.60 
16.00 
16.00 
43.00 
43.00 
17.50 
17.50 



442.00 
442.00 



41.00 

41.00 

4.00 

4.00 



16.00 
16.00 



1,495.00 



50.00 
50.00 



353.05 
353.05 



40.00 






20.00 


28.00 
28.00 




70.00 








56.66 








7.00 
7.00 









$17.60 
264.60 

40.00 
143.00 

74.75 
215.15 
387.50 
788.90 

43.00 
110.00 

55.00 

82.00 



669.00 
263.00 
404.20 
169.00 
609.10 

46.00 
161.00 

70.00 

333.00 

6.00 

46.40 

1.00 

131.00 

331.90 

502.90 



36.00 



14.00 

1.00 

19.00 

17.00 

434.10 
18.00 

129.60 

9.00 

48.60 

67.00 

210.00 
60.00 

117.60 
41.00 

111.00 
80.00 

110.00 
4.00 

664.90 
25.00 
99.70 
10.00 
17,971.49 
5.00 
21.20 
17.50 

169.60 



78.30; 

79.00 

629.00 

5.00 

16.70 



80.10 
144.001 
144.00 
160.00 
191.60 
180.001 
303.001 



$6,054.50 

7,301.60 

8,617.25 

10,730.25 

15,359.00 

15,549.40 

41,573.75 

42,725.15 

8,082.00 

10.169.00 

21,152.50 

21,199.60 

10,739.00 

40,942.00 

27.335.00 

28,536.20 

17,206. 00» 

17,566.10 

24,985.50 

25,650.50 

14.913.00 

16.196.00 

12,806.00 

12,867.40 

13,125.50 

13,285.60 

66,897.32 

67,178.32 

5,500.00 

5.645.00 

2,026.00 

2,039.00 

7,816.00 

8,674.00 

1,028.00 

15.311.10 

28,651.50 

30.163.10 

11,476.00 

11.545.60 

16,220.00 

16,423.00 

26,982.50 

27,090.10 

19,172.00 

19,302.00 

16,493.25 

16,553.26 

21,609.25 

35,309.16 

12,878.50 

12,983.20 

17,110.95 

550,464.13 

8,182.00 

8,248.20 

6,796.00 

5,958.00 

53.00 

191.30 

36,189.80 

42,739.80 

13,846.50 

14,907.20 

4,219.00 

4,486.36 

2,036.00 

2,086.00 

11,017.00 

11,098.50 

17,209.00 

21,832.00 



198 



FIRST BIENNIAL REPORT 

SUMMARY BY VILLAGES AND ENTIRE COUNTY 



County 



Liquor 



Billiard 
Table 

Bowling 
AUey 



Circus 



Lac qui Parle Total of villages 

Total of county and villages 

Lake Total of villages 

Total of county and villages 

Le Sueur Total of villages 

Total of county and villages 

Lincoln Total of villages 

Total of county and villages 

Lyon Total of villages 

Total of county and villages. 

McLeod Total of villages 

Total of county villages 

Mahnomen Total of villages 

Total of county and villages 

Marshall Total of villages 

Total of county and villages 

Martin Total of villages 

Total of county and villages 

Meeker Total of villages 

Total of county and villages 

Mille Lacs Total of villages 

Total of county and villages 

Morrison Total of villages 

Total of county and villages 

Mower Total of villages .' . 

Total of county and villages 

Murray Total of villages 

Total of county and villages 

Nicollet Total of villages 

Total of county and villages 

Nobles Total of villages 

Total of county and villages 

Norman Total of villages 

Total of county and villages 

Olmsted Total of villages 

Total of Rochester, county and villages . 
Otter Tail Total of villages 

Total of coimty and villages 

Pine Total of villages 

Total of county and villages 

Pipestone Total of villages 

Total of county and villages 

Polk Total of villages 

Total of Crookston, county and villages. 
Pope Total of villages 

Total of coimty and villages 

Ramsey Total of villages 

Total of St. Paul, county and villages . . 
Red Lake Total of villages 

Total of county and villages 

Redwood Total of villages 

Total of county and villages 

Renville Total of villages 

Total of county and villages 

Rice Total of villages 

Total of Faribault, county and villages . 
Rock Total of villages 

Total of county and villages 

Roseau Total of villages 

Total of county and villages 

St. Louis Total of villages 

Total of Duluth, Eveleth, Virginia, 

county and villages .- . . . 

Scott Total of villages 

Total of county and villages 

Sherburne Total of villages 

Total of county and villages • 

Sibley Total of villages 

Total of county and villages 

Steams Total of villages 

Total of St. Cloud, coxmty and villages . 
Steele Total of villages 

Total of county and villages 

Stevens Total of villages 

Total of county^andvillages 



$13,700.00 

13,700.00 

1,700.00 

6,200.00 

21,400.00 

21,400.00 

10,200.00 

10,200.00 

21,700.00 

21,700.00 

16,671.00 

16,671.00 

4,800.00 

5,800.00 

15,000.00 

15,000.00 

18,085.26 

18,786.26 

15,750.00 

15,750.00 

9,600.00 

14,500.00 

21,500.00 

23,520.00 

27,700.00 

28,200.00 

12,660.00 

13,150.00 

11,000.00 

12,000.00 

20.412.00 

20,412.00 

9,260.00 

9,260.00 

6,000.00 

15,000.00 

28,000.00 

28,000.00 

16,350.00 

18,350.00 

10,973.00 

10,973.00 

36,700.00 

54,910.00 

9,600.00 

9,600.00 

7,000.00 

409,000.00 

22,000.00 

24,000.00 

19,256.00 

19,255.00 

21,350.00 

21.350.00 

11,700.00 

26,700.00 

9,625.00 

9,676.00 

U.OOO.OO 

11,000.00 

113,500.00 

354,860.00 
18.600.00 
20,000.00 
3,100.00 
.3,600.00 
18,000.00 
18,000.00 
36,000.00 
57,000.00 
16,100.00 
16,100.00 
10,425.00 
10,925.00 



$870.00 

870.00 

90.00 

90.00 

15.00 

16.00 

196.00 

196.00 

600.00 

600.00 

20.00 

20.00 



25.00 
26.00 
177.00 
177.00 
30.00 
30.00 



61.00 
61.00 
475.00 
476.00 
286.00 
286.00 



229.25 

229.25 

65.00 

66.00 



70.00 

185.00 

185.00 

16.00 

16.00 

196.00 

196.00 

50.00 

340.00 

130.00 

130.00 

26.00 

210.00 

10.00 

10.00 

142.60 

142.50 

130.00 

130.00 

120.00 

240.00 

647.00 

647.00 

10.00 

10.00 

90.00 

574.40 



35.00 
35.00 



346.33 
391.33 
75.00 
75.00 
73.75 
73.76 



$16.00 
16.00 
30.00 
30.00 
67.60 
67.60 
16.00 
16.00 
128.50 
128.50 
74.00 
74.00 



72.60 

72.50 

22.00 

22.00 

47.60 

47.60 

105.00 

105.00 

490.60 

490.60 

250.50 

250.50 

17.00 

17.00 

21.60 

21.60 



69.00 

69.00 

14.00 

114.00 

234.00 

234.00 

26.00 

26.00 

68.00 

68.00 

66.00 

131.00 

4.00 

4.00 



600.00 
266.00 
265.00 
46.00 
45.00 
68.50 
68.50 



20.00 
37.00 
37.00 



151.00 

561.00 
23.00 
23.00 
24.00 
24.00 
75.00 
75.00 
67.00 

267.00 
42.00 
42.00 
26.50 
26.50 
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Automobile 


Dog 


Auctioneer 


Peddler 


Theatre 


All Other 


Total 


S14.00 
14.00 


$19.00 
19.00 
166.00 
166.00 
52.00 
62.00 
74.00 
74.00 
11.00 
11.00 


$6.00 
36.00 
20.00 
20.00 


$7.60 

7.50 

354.26 

364.25 

99.00 

99.00 

3.00 

3.00 

18.00 

18.00 

27.00 

27.00 

72.60 

72.50 

6.00 

6.00 

2.00 

2.00 

31.50 

31.60 

36.00 

35.00 

44.00 

44.00 

4.00 

4.00 

21.00 

21.00 

2.00 

2.00 

7.00 

7.00 

33.00 

33.00 

8.00 

11.00 

20.00 

20.00 

7.60 

7.50 

23.60 

23.60 

70.00 

275.00 

4.00 

4.00 


$89.10 
89.10 


$100.00 
122.00 


$14,821.60 

14,873.60 

2,359.26 






319.60 


6,178.76 


24.00 


10.00 
10.00 


21,667.50 


24.00 
3.00 


50.00 


104.00 
21.00 
38.10 

113.40 

211.60 
69.00 

208.00 


21,821.50 
10,512.00 


3.00 


30.00 

6.00 

66.00 




10,569 . 10 




28.00 

28.00 

3.00 

3.00 


22,604.90 




22,663.00 


18.00 


16,882.00 


18.00 




70.00 


17,091.00 




65.00 
65.00 
210.35 
210.36 
101.00 
101.00 


4,937.50 








22.00 

64.00 

164.00 

124 . 60 

157.80 

5.00 

88.70 


5.969.50 


15 00 




3.00 
3.00 


15,395.86 


15.00 
16.00 


40.00 
62.00 
102.00 
21.00 
41.00 


16,536.85 

18,579.76 


16.00 




19,363.06 


18.00 




15,903.00 


18.00 






16,006.70 


14.00 






9,754.00 


14.00 




30.00 
27.00 
47.00 
10.00 
60.00 




106.00 
48.00 

161.10 
85.00 

193.00 
10.00 
25.00 


14,790.00 


14.00 






22,184.60 


14.00 






24.337.60 


24.00 


66.00 
66.00 




28,614.50 


24.00 




29,272 . 60 


8.00 




12,991.00 


8.00 


i65!66 

166.00 
35.00 
35.00 
103.00 
103.00 


60.00 

75.00 

166.00 

6.00 
86.00 

4.00 
14.00 




13,566.00 


3.00 




11,266.60 


3.00 




47.00 
99.50 
170.60 
15.00 
37.00 


12,393.50 


16.00 




20,803.75 


15.00 
11.00 
11.00 


9.66 

9.00 


20,954.85 
9,549.00 
9,581.00 
6,022.00 




13.00 

363.00 

353.00 

79.00 

79.00 


60.00 




138.00 

43.00 

294.00 

5.00 

339.00 

14.00 

92.00 

272.00 

773.00 

20.00 

56.00 

65.00 

14,273.67 

1,396.46 

1,627.86 

26.00 

117.80 

10.00 

126.20 

41.00 

165.10 

7.50 

7.50 

20.00 

123.00 

76.00 

8,065.77 

8.25 

85.26 


15,406.00 


48.00 


67.66 
67.00 
23.00 
23.00 


28,950.00 


48.00 
17.00 
17.00 
15.00 


90.00 

1.00 

31.00 


29,291.00 
16,622.60 
18,886.50 
11,289.60 


15.00 




30.00 
10.00 
80.00 




11,397.60 


4.00 
14.00 
14.00 


438.00 

771.00 

6.00 

6.00 

43.00 

1,673.00 

256.00 

256.00 


10.00 
45.00 


37,610.00 

57,339.00 

9,778.00 


14.00 


30.00 




9,844.00 






7,123.00 


261.00 
6.00 


200.00 


3,763.00 
26.66 
26.66 
29.00 
29.00 
27.00 
27.00 
19.00 
32.00 
10.00 
10.00 


600.00 
10.00 
10.00 
73.50 
73.50 
6.00 
6.00 


430,480.67 
23,968.11 


6.00 
16.00 


40.00 


26,139.61 
19,587.00 


16.00 




30.00 

10.00 

110.00 


19,708.80 


32.00 

32.00 

7.00 


35.00 
35.00 
107.00 
444.00 
103.00 
103.00 
105.00 
105.00 
715.00 

3,219.00 

136.10 

136.10 

6.00 

6.00 

109.00 

109.00 

41.00 

537.00 


21,668.60 
21,883.70 
11,994.00 


16.00 


38.00 

5.00 

5.00 

10.00 

80.00 




27,655.10 


36.00 

36.00 

7.00 


60.00 
60.00 


10,530.60 
10,580.60 
11,162.00 


7.00 






11,325.00 


4.00 


161.00 

2,239.00 
25.00 
26.00 
11.50 
11.50 
28.00 
28.00 
18.00 
71.00 


6.00 
566.60 


114,702.00 


146.00 
2.00 


383.33 


370,605. OO' 
18,694.36 


2.00 


70.00 




20,341.35 


7.00 




3,183.60 


7.00 


10.00 




38.00 


3,731.60 


8.00 




18,220.00 


8.00 


80.00 

6.00 

126.00 

6.00 

36.00 

50.00 

70.00 




72.00 
11.60 
476.00 
127.00 
214.30 
123.50 
123.50 


18,372.00 


24.00 
52.00 
48.00 


32.00 
32.00 
60.00 
50.00 


36,545.83 
58,952.33 
16,448.00 


48.00 






16,565.30 


3.00 


50.00 
60.00 


13.60 
13.60 


10,765.26 


3.00 




11,285.25 
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SUMMARY BY VILLAGES AND ENTIRE COUNTY 



County 



Billiard 
Table 
Liquor Bowling Circus 

Alley 



Swift Total of 

Total of 
Todd Total of 

Total of 
Traverse Total of 

Total of 
Wabasha Total of 

Total of 
Wadena Total of 

Total of 
Waseca Total of 

Total of 
Washington Total of 

Total of 
Watonwan Total of 

Total of 
Wilkin Total of 

Total of 
Winona Total of 

Total of 
Wright Total of 

Total of 
Yellow Medicine. .Total of 

Total of 



villages 

county and villages 

villages 

county and villages 

villages 

county and villages , 

villages 

county and villages 

villages 

county and villages 

villages 

county and villages 

villages 

Stillwater, county and villages 

villages 

county and villages I 

villages [ 

county and villages 

villages 

Winona, county and villages. 

villages 

county and villages 

villages 

county and villages 



$11,300.00 
11,300.00 
18,250.00 
18,250.00: 
14,000.00 . 
14,000.00 . 
26,000.00 
28,000.00 

7,000.00 

7,000.00 
10,500.00 
11,600.00 

7,500.00 
33,000.00 
13,924.17 
13,924.17 
14,300.00 
15,300.00 

9,500.00 
56,000.001 
26,900. OOi 
26,900.00; 
18,400.00 
19,100.00 



$140.00! 
140.00! 
100.00 
100.00 



40.00' 

40.00 

6.25 

6.25' 

30.00, 

30.00l 

25.00 

25.00 

90.00 

90.00 

195.00 

195.00 

10.00 

10.00 

10.X)0 

10.00 

330.00 

330.00 



$40.00 
40.00 
62.50 
52.50 
4.00 
4.00 
45.60 
45.60 
29.00 
29.00 
13.00 
13.00 



29.00 
29.00 



20.00 
192.00 
82.50 
82.50 
25.00 
25.00 



Grand total of villages $1,403,035.43 $10,545.33 $4,540. 12 

Grand total for State ' $2,776,771 .69 $15,207.45 $7,102. 12 
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Automobile Dog 


Auctioneer 


Peddler 


Theatre 


All Other 


Total 


$2 00 $114 00 




$17.00 
17.00 
46 00 




$39.00 

107.00 
4.00 

179.60 
10.00 
10.00 
7.00 
78.00 
77.00 

207.00 
41.00 
76.10 
1.00 
31.00 
15.00 
62.00 


$11,652.00 
11,740.00 
18,454.50 
18,700.00 
14,054.00 
14,074.00 
26.174.50 
28,256.60 
7,218.26 


2.00 114 00 


$20.00 




3.00 
3.00 


1 ^ 




70.00 


45.00 




14.00 26.00 
14.00 26 00 






26 66 


............ .^. ....... 


5.00 

5.00 

13.00 

13.00 

14.00 


2O.OOI 

20.001 10.00 


53.00 
53.00 
51.00 
51.00 
15.00 
15.00 
27 00 


$4.00 

4:00 
42.00 
42.00 


1 46.66 

22 00 15 00 


7,388.26 
10,660.00 


14 00 22 00 ; S.'i 00 




11,806.10 

7,601.00 

33,614.00 

14,189.17 




47.00 

310.00 

86.00 


^ 


1 00 


15.00 
4.00 


16.66 
4.00 


'122.00 
37 00 


1.00 


4 00 


86.00 
Q.f> 00 


74 00 37 00 




14.306 17 


2.00 




2.00 


153.00 
153.00 


14,747 00 


2.00 95.00 


20.00 


2.00 
10.00 
10.00 
21.50 
21.50 
26.00 


94.00 


16,861.00 
9,640 00 


30.66: 642.66 

23.001 

23.00i 

8.00 203.50 
8.00, 203.50 


75.66 

3.00 

73.00 


30.00 
153.00 
153.00 
• 4 00 


157.00 
90.60 

292.10 

5.00 

78.00 


67,146.00 
27,283.60 
27,666.10 
19,001 60 


70.00 


26.00I 4.66 


19,844.60 


$959.00 
$4,253.00 


$6,307.70 $455.50 $2,445.16 $2,308.15 
$17,325,451 $4,883.52 $18,872.69 $4,954.65 


$5,706.26 
$56,402.48 


$1,436,302.64 
$2,906,773.05 
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Summary of Expenditures 

It is now possible to ascertain what the people of the state are 
paying out for the conduct of government in Minnesota. A sum- 
mary of the tables already given will show the total. 

Summary of State and Local Government Receipts in Minnesota from All 
Sources, 1908 

Taxes 

1. State $7,384,530.26 

11. Counties 4,606,696.93 

] II. Cities and villages 8,068,482.67 

IV. Townships .' 2,349,400.31 

V. School districts -8.023,539.25 

: $30,432,649.42 

Other Sources 

I. State — land sales, royalties, institu- 
tions $4,493,900.42 

II- V. Local Governments — . 

Liquor licenses $2,776,771.69 

Other licenses 129,001.36 

$2,905,773.05 

Total Receipts $37,832,322.89 

The people of Minnesota also pay their part of the federal 
taxes. While there is no way of ascertai'ning what the part of any 
state is in the payment of federal government expenses, it may be 
assumed that a per capita method of ascertaining the Minnesota 
burden will give it at least some basis of comparison. The federal 
government expenses are estimated to be $6.53 per capita. The 
population of Minnesota is in round numbers not less than 2,000,- 
000. On the per capita basis just given Minnesota's share of the 
federal burden is $13,060,000. When the amount is added to the 
cost of state and local governments the people of Minnesota are 
paying $50,892,322, a sum comparable with the expenses of many 
of the smaller states of Europe. When placed on the per capita 
basis the figures convey to the ordinary citizen a personal meaning 
of the cost of government. Including the federal government cost, 
the people of Minnesota pay '$25.45 per capita for their government, 
or $127.25 for a family of five. Excluding the apportioned federal 
government cost, the per capita expenditure for state and local gov- 
ernments in Minnesota is $18.92, practically $19, or $95 for a fam- 
ily of five. 
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CHAPTER XIV 

SEPARATION OF STATE AND LOCAL REVENUES 

The proposal to separate state and local revenues has been 
made many times in the last ten years. The taxing officers of the 
various states have almost without exception hailed the plan as a 
means of getting away from the difficulties, uncertainties and in- 
equalities of the general property tax. In brief, the idea of separa- 
tion is to secure the state revenues from statewide corporations and 
business concerns, such as railroads, insurance companies, public 
utility corporations, telegraph and telephone companies, etc., and to 
give over to the localities the revenues arising from the taxation of 
real estate, and in some proposals the tax upon the assessment of 
certain kinds of personal property. 

Reasons for Separation 

Four reasons, more or less important, and advanced with dif- 
ferent degrees of emphasis, may be assigned for the separation of 
the state from the local revenues : ( i ) The first of these reasons 
is the desire to secure a larger revenue to meet state expenses. This 
point of view emphasizes the original demand for heavier and more 
specific taxes upon corporations. As such taxes have been devel- 
oped the attention of legislatures and taxing officials has been 
drawn to the wisdom of that system of taxation and the better re- 
sults ensuing from it over and above the old method of local as- 
sessments. (2) As time wore on the need of more revenues, while 
insistent, no longer remained the essential element in demanding 
statewide taxation of specific corporations. The question of equal- 
ity of assessment, ease of administration and the elimination of the 
annual wrangle with local assessors and corporation officials became 
dominant in the thought of men administering the tax laws, making 
the assessments, levying and collecting the taxes. This w^as a step 
toward the recognition of the more fundamental difficulties inherent 
in the tax system itself, those involved in the question of equaliza- 
tion and the evils and inconsistencies of the personal property tax. 
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(3) The raising of revenues for state purposes by a general levy 
upon all the real and personal property of a state was, and is yet 
in most commonwealths, the method of securing the funds necessary 
to carry on the work of the state governments. Out of this sys- 
tem arose, because of the failure of assessors to make true value as- 
sessments, the problem of equalization in every division of govern- 
ment — town, village, city, county, and state. Boards of equali- 
zation were devised in the law for each of the divisions of govern- 
ment as seen in the boards of review, county boards of equalization, 
and the state board of equalization. The first was to equalize be- 
tween individuals, the second between local governments, and the 
third between the larger divisions of local governments, the coun- 
ties. Equalization tended by the very nature of the problem in- 
volved to hold the assessment down to the minimum point rather 
'than to encourage the increase in the assessments. (See part I, 
chapters I and II). The result of this tax machine's working was 
to over-emphasize the state tax for state purposes. (4) The last 
of the four reasons referred to above was the breakdown in the 
general property tax. So far as real estate was concerned the local 
assessment of real estate reached every piece of property, tho often 
at varying assessments. The same could not be said of the personal 
property. The levy of a state tax upon real estate resulted in con- 
tributions in varying percentages of assessment, but the personal 
property tax fell upon tangible goods and failed to reach the great" 
values bound up in securities, money and other intangible repre- 
sentations of wealth. To reach these by giving over the local as- 
sessment method of dealing with personal property and commuting 
the whole tax upon personalty of corporations and the holdings of 
individuals by levying a flat rate upon franchise values, capitaliza- 
tion or earnings, was but the inevitable result of the breakdown 
of the general property tax. 

Advantages of Separation 

The advantages to be derived from the separation of state and 
local revenues are declared to be: (i) conformity of tax system 
to natural division of government; (2) greater equality of assess- 
ment; (3) lower tax rates ; (4) the elimination of the conflicts be- 
tween city and country; and, (5) a greater flexibility of taxes and 
larger adaptation of means to end.* The growth of statewide busi- 
ness has made it necessary to materially modify the tax system. 

♦Prof. Seligman in Proceedings of National Tax Conference, 1907, p. 491. 



MINNESOTA TAX COMMISSION 205 

The taxation of corporations by special acts has tended steadily to 
separate the sources of the state's revenue from those of the local 
governments. It is felt that in addition to securing a natural division 
of taxing function based upon the character of the government, 
such separation would eliminate the efforts now made to keep as- 
sessments lower, since the question would then become a local one. 
Local tax rates would be reduced by the amount of the former state 
tax and some of the old causes of strife between city and country 
over the assessments no longer existing, would do away with that 
friction, since each community would in a large measure determine 
its own basis of assessment. And finally, each community could 
work out for itself the adjustment between assessment, taxes and 
expenditures which seemed wise to the people of the district. 

Objections to Separation of State and Local Revenues 

To these but briefly stated advantages, some objection can be 
and has been made. The original purpose in separating state and 
local revenues was to remove the problem of equalization as a state 
issue, but with this has gone in the later statements of the plans the 
home rule idea of taxation. The only freedom the local govern- 
ments would have would be in the matter of exemptions, since the 
state would certainly not give a local government the power to 
make substitutes for the personal property tax. One can hardly 
conceive of a more hodgepodge system of taxation than that likely 
to arise out of a system of home rule where each community was 
permitted to do as it pleased. Home nile becomes in its last analysis, 
where such powers of legislation are not granted to the local gov- 
ernments, a synonym for the single tax of real estate.* Here again 
the question may arise as to the equality of assessment as between 
adjoining local government districts. In one instance the assess- 
ment may be high, in the other low, yet the owners may be com- 
petitors in the same market with fundamentally different tax bur- 
dens on practically the same kind of property*. In fact, the argu- 
ment and the necessities of the situation seem to point to centraliza- 
tion of assessment methods and the removal of the more objection- 
able features of the personal property tax thru the taxation of 
credits, moneys, stock and bonds at their source, namely, as they are 
found in the possession of corporations. This, however, as a system 
is a long ways from one developed upon the avowed purpose ol 
separating the state from the local revenues. 

♦Prof. T. S. Adams in National Tax Conference 1907, p. 518. 



206 FIRST BIENNIAL REPORT 

Methods of Securing Separation 

Two methods of securing the separation of state from local 
revenues have been suggested : one is known as the special tax- 
ation of corporations and the other is called the apportioning of 
contributions to the state on the basis of local expenditures. 

1st. The first method proposes the abandonment of the gen- 
eral property tax as a means of raising state revenues and the sub- 
stitution in its place of special corporation taxes, tax on inherit- 
ances, license taxes, etc. It is not, however, every state that has 
sources of revenue large enough to make it possible to raise all the 
revenue needed from the tax on corporations and inheritances. 
The best that can be done in states where such is the case is to 
develop as far as possible the special taxes on corporations and in- 
heritances and rely for the balance upon the taxation of the general 
property in the state. The state of New York has carried tl;iis plan 
to its logical conclusion and has accomplished the complete separa- 
tion of the state revenue from the local revenues, tho the general 
property tax still exists as the means of raising the moneys needed 
to meet local expenditures. Pennsylvania levies no state tax upon 
the general property of the state, but the state does collect for both 
state and local purposes a tax upon licenses, sales of merchandise, 
capitalization of corporations, inheritances and gross earnings of 
public utility corporations. In the sense of separation of state and 
local revenues Pennsylvania has not accomplished the results that 
New York has been enabled to put in force, but in the sense of 
centralization of tax collection and administration Pennsylvania has 
made marked progress by 'devising the system of dividing the tax 
between the state and local governments collected thru the agency 
of the state. The relation of revenues to expenditure is overlooked 
in this plan; the state finances lack elasticity, but the local govern- 
ments are able to secure it by modifying the rate on real estate. 

2nd. In order to meet the difficulty referred to above, that of 
insufficient sources of revenue to permit of separation of state and 
loc31 revenues, it has been proposed to call upon the local govern- 
ments to contribute to the expenses of the state in proportion to 
their expenditures and by this means secure what was accomplished 
by the special taxation of corporations. Professor Seligman in his 
paper before the National Tax Conference of 1907 describes this 
method as follows : 

At present the state general property tax is distributed among the 
counties by apportioning the quota of each according to the assessed valu- 
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ation of the property. The apportionment-by-expenditures method as op- 
posed to the apportionment-by-valuation method would distribute the 
amount to be raised for state purposes to each county on the basis of the 
total expenditure, or. what -is the same thing, on the basis of the total 
revenue collected to defray this expenditure within each county and all 
the taxing districts contained in the county. 

This method gives the local government the opportunity to 
levy taxes as it sees fit, to secure greater equality of tax burden and 
economy, and renders it possible to know what the relation is be- 
tween state and local expenditures. 

The objection urged against this plan is the check it places 
upon local expenditures. This would be especially true of new com- 
munities that are struggling to secure better roads, pavements, 
sewers, electric Hghts, and schools. Such communities would be 
punished for the expenditures made for improvements. While this 
objection in the long run w^ould not hold good it is doubtful if the 
legislatures of any considerable number of states would look with 
favor upon the plan. They would prefer the more direct way of 
taxing corporations. One st^te, Oregon, however, has a^lopted this 
system of apportioning state expenses. The tax commission of that 
state in their report for 1906 have the following to say regarding 
the system : 

Happily, Oregon has taken a very advanced stand in the matter of 
state apportionment. In fact, the method in force in this state at the pres- 
ent- time, and as contemplated by onr present statutes to be enforced in the 
near future, is very near ideal, and reduces to a minimum the necessity of 
indirect taxation for state purposes. 

It also avoids the chief objection to the separation of state from 
local revenues, that of inelasticity, the lack of coincidence between 
revenue and expenditure. 

Elasticity of Revenue 

This desirable feature of a taxing system exists in the case of 
the general pro])erty tax under wdiose provisions more revenue was 
secured by raising the tax rate on the same assessment or a lesser 
amount on a larger assessment by a change in the tax rate. Separa- 
tion of the state's revenues from those of the local government and 
the getting of the revenue from corporations lost to the state the 
advantage of elasticity. Says the Oregon tax commission in its re- 
port for 1906 : 

The general property tax is certainly elastic and self-regulative, which 
cannot be said of thn indirect method of raising revenues for state purposes. 
The state has no control over the happening of events which make the tax 
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inure to it. It can neither ascertain the number of such events, nor the time 
of their happening, in advance of their taki-ng place, and it must fix the 
rates beforehand. The consequence is that it must accept the sums coming 
due to it, without any power on its part to increase or diminish them to 
meet its financial needs. The indirect tax creates either a surplus or a 
deficit at the end of the fiscal year, and the state is powerless to determine 
which way the balance will be. Further, the taxpayer does not take as keen 
an interest in the expenditure of his money as when he pays it directly 
into the public treasury, and consequently does not hold the public officers 
to the same strict accountability. We -contend for the principle that tax 
contribution and demand for revenue shall act and adjust themselves each 
to the other. 

It is proposed to remedy the defects in the scheme of separa- 
tion, and to that end three suggestions of varying value have been 
made. The plan of apportioning the expenses of the state gov- 
ernment among the local governments on the basis of their pro- 
portion of the expenditures is sufficiently elastic to make it un- 
necessary to devise a scheme to secure elasticity where that plan 
is used. So that what is said below does not apply to separation 
by apportionment. 

The states uniformly have drifted into separation by increasing 
the taxes upon inheritances, franchises and public utility companies 
until the revenues secured from such taxation have been more than 
enough to meet the expenses of conducting the state government. 
Almost unconsciously the condition of inelasticity of revenue de- 
veloped, and now that separation has been achieved the problem is 
how to get back the elasticity of the general property tax. (i) 
The first remedy proposed suggests the dividing of the revenue be- 
tween the state and the local governments in certain proportions. 
Thus the state might take one-fourth and the local governments 
three-fourths of a given tax, but this will not give elasticity except 
in so far as the division of the revenue reduces the state's income 
and forces it to rely upon a state tax. (2) The accumulation of a 
surplus would be the logical result of a tax system producing a larger 
revenue than was needed for state expenses. Such a surplus would 
tend to extravagance of expenditure likely to produce unfortunate 
results. To distribute the surplus among the local governments 
on some agreed basis does not seem desirable, and the holding of 
it by the state even for future distribution to the local governments 
would be sure to invite raids upon the treasury. (3) The third 
remedy proposes to secure elasticity by modifying the present flat 
rates upon inheritances, taxes on business and corporations. The 
rates varying from year to year would be based upon the need of rev- 
enue for the year. The difficulty in operating this plan is the uncer- 
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tainty of returns from many of the subjects taxed by the state under 
special acts. Nothing could be more uncertain than the returns 
from the inheritance tax from year to year. The fact of the matter 
is that inelasticity of the state tax cannot be overcome where the 
state relies upon the special taxes for its income and does not make 
a general state levy. 

How Far Separation is Desirable 

In striving for centralization of the assessment of corporations, 
separation of state and local revenues became a possibility. Separ- 
ation was not the object, but rather resulted from the effort made 
to secure centralization. 

An objection to separation as distinct from centralization, 
which can be given at least an early place in the list, is the viola- 
tion of the principle of a budget which ensues when j:he emphasis 
is placed upon separation of state from local revenues. That 
principle may be formulated in this fashion : no greater sum shall 
be raised by taxation than is necessary to meet the expenses of gov- 
ernment. The taxation of corporations without regard to the re- 
turns likely to be received from them may or may not prodtjce suf- 
ficient revenue ; if it produces more than enough the resulting effects 
on legislative action and the attitude of the people are by no means - 
happy. In other words, elasticity of revenue is almost an essential 
of good government. In addition to this objection there is also the 
loss of interest by the people in the expenditures of the state when 
the revenues for state purposes are raised entirely from indirect 
sources. It is not to be argued from this statement that the taxes 
for commonwealth purposes shall be raised by direct taxation alone, 
but it does follow that the state will do well not to separate state 
from local revenues to the degree called for by the advocates of the 
idea, but secure incidental separation without giving over the- right 
to lay a direct tax. If you do not have separation of state and local 
revenues, it is said, the problem of equalizatioji is an ever present 
one. This problem, however, is to be met by centralization of as- 
sessment, now made possible by the creation of permanent tax com- 
missions. As said above, the placing of local taxation at the will 
of the local government cannot result in- any great betterment of 
the situation, but is likely to produce confusion, inequality of tax- 
ation, and overlapping due to the narrow confines of the local gov- 
ernments. 
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Separation in Minnesota 

Partial separation of state and local revenues has been accom- 
plished in Minnesota by the special taxes on railroads, telephone 
companies, express, freight line and insurance companies, and the 
taxes upon inheritances and mortgages. The state raises from the 
general property tax, 1908, the sum of $3,335,504.19 and from 
special taxes on corporations $4,049,026.07, a total of $7,384,- 
530.26 from taxation. The remainder of the state revenue, amount- 
ing to $5,061,750.44, comes from the various sources referred to 
in the previous chapter. Combining the receipts from different 
sources, the state's income amounted to $12,446,280.70 for the 
fiscal year ending July 31, ""1908. In order to secure complet? 
separation of state and local revenues in Minnesota, additional in- 
direct taxes amounting to practically $3,500,000 must be levied. 

What are the sources from which such an amount can be pro- 
duced? First, the rate on the gross earnings of railroad companies 
might be increased to 5 per cent ; a tonnage tax levied on the out- 
put of iron ore properties; third, the inheritance tax amended so 
as to produce more revenue ; fourth, the amendment of the personal 
property tax permitting better administration and encouraging- 
proper returns ; and. fifth, the repeal of the one mill general school 
tax. The result of these changes, suggestive only as they are, 
would be a possible increase in the revenue of something like 
$3,100,000; there would be $400,000 to be raised from the general 
property tax, v\hich is sullicient to give the elasticity of incon^e 
argued for in previous pages. The income from these sources is 
largely problematical, but they may be estimated to produce returns 
. as follows : 

1. Gross earnings tax increase $900,000.00 

2. Tonnage tax on 25,000,000 ton output, deducting present ' 

receipts 600,000.00 

3. Amended inheritance tax, additional 200,000.00 

4. Better administration of the personal property tax 400,000.00 

5. Abolishment of 1 mill school tax 1,000,000.00 

Total $3,100,000.00 

So many ifs are contained in the addition of this revenue to the 
state's income that it may be taken for granted that separation of 
state and local revenues is not a possil)ility for Minnesota for some 
time to come unless reached by the plan of apportioning state ex- 
penditures on the basis of local expenditures. This is not likely to 
commend itself to the people of Minnesota where the movement for 
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the betterment of the tax system has gone forward in another 
direction. The most hope for better administration seems clearly 
to point to centralization of assessment and administration of tax 
laws that shall be modified and amended from time to time to meet 
new conditions and satisfy the demand^ of a progressive, state. 
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CHAPTER XV 

. THE TAX AMENDMENT 

By chapter i68 General Laws 1905 the legislature proposed 
an amendment of the state constitution, by substituting for sections 
I, 2, 3, 4 and 17 of article 9 of that instrument the following, to- 
wit: 

The power of taxation shall never be surrendered, suspended or con- 
tracted away. Taxes shall be uniform upon the same class of subjects, and 
shall be levied and collected for public purposes, but public burying grounds, 
public school houses, public hospitals, academies, colleges, universities, and 
all seminaries of learning, all churches, church property and houses of 
worship, institutions of purely public charity, and public property used ex- 
clusively for any public purpose shall be exempt from taxation, and there 
may be exempted from taxation personal property not exceeding in value 
$200 for each household, individual or head of a family, as the legislature 
may determine: Provided, that the legislature may authorize municipal 
corporations to levy and collect assessments for local iifiprovements upon 
property benefited thereby without regard to a cash valuation, and, pro- 
vided further, that nothing herein contained shall be construed to affect, 
modify or repeal any existing law providing for the taxation of the gross 
earnings of railroads. 

Confusion Between Statemeut, Ballot and Tally Sheet 

This amendment was submitted to the people at the 1906 gen- 
eral election. Two other constitutional amendments known respec- 
tively as the ''good roads amendment" and the "pedlers' amend- 
ment" were also submitted at the same election. 

The statute relating to constitutional amendments requires the 
attorney general to prepare" a brief statement of the effect of every 
proposed amendment, such statement to be published in a newspaper 
in each county for three weeks, and also posted in each election pre- 
cinct for the information of voters. 

In the statement prepared by the attorney general and published 
and posted al the 1906 election the three amendments were placed 
in the following order, viz : ist. The tax amendment. 2nd. The 
good roads amendment. 3rd. The pedler's amendment. But 
upon the ballots furnished to the voters and cast at the election, 
the said, amendments appeared in the following order: ist. The 
good roads amendment. 2nd. The tax amendment. 3rd. The 
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pedlers' amendment. Upon the tally sheets furnished to the election 
officers in each precinct upon which the votes were tabulated and re- 
turns made, the amendments appeared in the same order as in the 
attorney general's statements. In other words the arrangement of 
the amendments upon the ballots was different from their arrange- 
ment in the attorney general's statement and also on the tally sheets. 

E£Fect on Counting of Ballots 

Naturally this confusion in arrangement would lead to more^ 
or less confusion in voting and in counting the votes. A voter, 
relying upon the attorney general's published and posted statement, 
who wished to vote for the tax amendment. No. i on that state- 
ment, would naturally vote for No. i on- the ballot which was in 
fact the good roads amendment, while the canvassers in counting 
the ballot would place it in the No. i column on the tally sheet as 
cast for the tax amendment. Thus while the voter's ballot was 
actually cast for the good roads amendment it would be counted 
for the tax amendment which he intended to but did not vote for. 
A recount of the votes would of course take this ballot out of the 
tax amendment column and put it in the ''good roads" column. 

In order to adopt an amendment to the constitution it must 
receive the affirmative vote of a majority of all the votes cast at 
the election, not merely a majority of the votes cast upon the 
amendment itself. 

Vote as Canvassed 

At the 1906 general election the total vote cast was 284,366. 
In order to carry the amendment it was necessary that 142,184 
ballots should be cast in its favor. From the tally sheets and returns 
the state canvassing board found that the tax amendment received 
156,051 ballots in its favor and that 46,982 votes were cast against 
it. Having thus received 13,867 majority of all the votes cast 
at the election, the amendment was declared adopted. On December 
27, 1906 the governor duly proclaimed its adoption. Thereupon 
Mr. S. G. McConaughy, of Duluth, appealed to the district court of 
St. Louis county claiming that errors sufficient to change the result 
had occurred in the counting of the votes for that amendment. 

Recount of Votes and Judgment Thereon 

The district court ordered a recount of the vote upon both the 
tax and the good roads amendment. Such a recount was held in 
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589 of the 2670 election distVicts in the state. The official returns 
from these 589 districts showed 72,339 votes for the tax amend- 
ment, but the recount for the same district showed only 57,365 votes 
in its favor, being 14,974 less than the official returns. 

No recount was had in the remaining 2,081 districts. As to 
these the court assumed that the official returns with some slight 
corrections were correct, giving 83,349 votes in those districts for 
the tax amendment. To this 83,349 the court added the recounted 
57,365 votes, making the total vote for the amendment 140,714 
or 1,470 less than one-half of the total vote cast at the election. 

The court thereupon ordered judgment declaring the amend- 
ment lost. From this judgment the state appealed to the supreme 
court, before which the case was argued and submitted on December 
17, 1908. At the time of the preparation of this report the supreme 
court had not rendered its decision in the matter. 

The Amendment Resubmitted in 1908 

To meet the possibility of an adverse decision by the supreme 
court the last legislature resubmitted the amendment to the people 
at the last 1908 general election. It received 134,141 votes in its 
favor, and 65,776 were cast against it. The total vote of the state 
at that election was 354,993. So the amendment having received 
less than a majority of all the votes cast at the election was lost. 

Difference Between the Amendments 

The last proposed amendment differed from that of 1906 only 
in one particular : the state constitution, as it has existed for many 
years provided that "all churches, church property used for religious 
purposes, and houses of worship'' should be exempt from taxation. 
The 1906 amendment omitted entirely the words "used for religious 
purposes." This omission was the cause of much discussion at the 
time and of much opposition to the amendment. The amendment of 
1908 restored the omitted words. 

The results of these two elections show conclusively that a 
majority of the people who voted upon the amendment at each elec- 
tion were favorable to its adoption; but that it failed in each case, 
if it in fact failed, by reason of the peculiar provision requiring a 
constitutional amendment to receive a majority of all the votes cast 
at the election, and also by reason of the lack of interest taken 
in the matter by the people. 
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Importance of the Amendment 

Unless amended as proposed our state constitution affords 
little opportunity for any improvement in the system of taxation 
which has existed in Minnesota for the last half-century. While 
it is true, as shown in the preceding chapters of this report, that 
under the constitution as it is, (assuming that the amendment has 
not been adopted) much can be done towards the bettemient of the 
administrative features of the existing system, particularly in the 
methods of making and equalizing assessments of property, it is 
nevertheless also true that the system itself cannot be materially 
changed or improved except by the adoption of a constitutional 
amendment similar in effect to that involved in the pending suit in 
the supreme court. 

Defects in General Property Tax 

The existing system known as the general property tax is a tax 
upon property only. It assumes to convert all kinds of non-exempt 
property into money, and then sequestrates a certain percentage of 
that money for public use. Theoretically every dollar's worth of 
property pays its equal proportion of the tax. It is the antipode of a 
poll tax. It does not tax the man at all, but it taxes his property 
according to its convertible value in cash. It does not take into 
consideration either the character, desirability or use of the property, 
or whether it is productive or non-productive. Family wearing ap- 
parel, mechanics' tools, farm implements, pianos and cookstoves, 
sewing machines and automobiles, saloon fixtures and household 
furniture, the homestead and the wild land, the unoccupied lot and 
the business block are equalized in value and all bear a proportion- 
ate share of the burden of taxation. All property is taxed because 
it is property. But.no tax is imposed upon the learning, industry, 
labor, skill or money-making ability of individuals, nor upon their 
business as such, nor upon the income arising therefrom, except as 
the surplus of such income accumulates or is invested in property. A 
merchant and a railroad president or other official may each derive 
an annual income of $10,000 from the business in which they are 
respectively engaged. The merchant is taxed upon his stock of 
merchandise because it is property, but the official goes scot-free 
from all taxation, unless some surplus of his year's income remains 
on hand in the form of money or other property on May i. There 
is no equality of taxation, no evenness of burdens, in such a system. 
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The general property tax imposed by our unamended state con- 
stitution is inelastic and non-progressive. It rivets the power of tax- 
ation to the antiquated theories and methods of a past century and 
prevents every movement towards reform or improvement. 



What Might be Accomplished Under the Amendment 

While this commission does not purpose at this time to recom- 
mend any change in the existing system of taxation based upon an 
assumption that the amendment has been adopted, and while it is 
firmly of the opinion that whenever and whatever changes may 
hereafter be made they should be evolutionary and conservative in 
character, and not revolutionary, it believes that a few suggestions 
as to what might be accomplished under the proposed amendment 
will not be out of place in this report. 

The most valuable feature of the amendment is that it confers 
upon the legislature power to classify the subjects of taxation in 
separate groups, and to tax each group by itself regardless of the 
others, giving to the respective groups specific rates of taxation, or, 
which is the same thing, different percentages of valuation. In this 
manner, for example, real estate might be classified as follows: 
(i) homesteads, (2) cultivated farms and business property, (3) 
wild lands and unimproved lots, (4) mineral and timber lands. A 
similar classification of personal property might Hkewise be made: 
(i) common necessaries of life such as food, wearing apparel and 
household goods, (2) tools, implements and business equipment. 
(3) comforts and conveniences, (4) harmless luxuries, (5) luxuries 
undesirable, harmful, and more or less of the nature of public 
nuisances. Thus by a judicious classification of property, by a sys- 
tem of graduated tax rates, or graduated valuations, property could 
be taxed, not according to its money value only, but according to 
the uses to which it is put, its productiveness, and its desirability 
in a public sense. 

Of course there would be no ^'equality" in such a system; every 
dollar's worth of property would not contribute its proportionate 
share to the public revenue ; some kinds of property would be much 
more heavily taxed than other kinds ; but all property of the same 
kind would be taxed alike, and the actual burdens of taxation would 
be so distributed as to fall lightest upon property necessary for the 
support or convenience of the people, and heaviest upon property 
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which is unnecessary or undersirable so far as the general public is 
concerned. 

Such a system would be a radical departure from the present 
genral property tax. But it is not as novel as it might at first blush 
appear to be. It is the system adopted by the federal government in 
its customs and excise taxes, specific rates being imposed upon var- 
ious kinds of property without any pretense of ''equahty'' or "uni- 
formity." In Minnesota every material change in taxation which has 
been made by constitutional amendment or otherwise has been away 
from the general property tax and upon the basis of the separate 
classification of property. The gross earnings tax on railroads, the 
insurance tax, the mortgage registry and inheritance taxes are of 
this nature. 

Moreover, such a system is in fact in conformity with the uni- 
versal practice in this state since its admission into the* Union. 
Everybody knows that, despite the constitution and the statutes, 
property has never been assessed at its true value nor upon the same 
basis of valuation. Assessors invariably have been ''easy" upon 
some kinds of property, and "hard" upon other kinds, adopting a 
crude system of classification of their own, and paying far more 
attention to the uses of property and its productiveness than to its 
actual cash value. Town boards of review and county and state 
boards of equalization, ignoring, the law, have acquiesced in and 
more or less approved these methods. 

This practice has been chaotic and far from uniform in the 
different counties; and it has been the difficult, almost impossible, 
task of the state board of equalization to reconcile the conflicting 
classifications and valuations. But the practice of classifying prop- 
erty and of valuing each class by itself has long been a fixed custom 
in the several assessment districts: the people have accepted and 
approved it. Who shall say that a fixed custom so universal does 
not at least furnish the suggestion of a better, if not the best method 
of taxation? It may be wiser and easier to make the statutes 
legalize, regulate and harmonize the custom than to attempt by 
drastic legislation to force the custom to conform to the statutes. 

Other Legislation Passible Under the Amendment 

Under the amendment in question it would be possible for the 
legislature to provide for various methods of taxation which are 
impossible under the constitution as it is: as, for example, an in- 
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come tax graduated and progressive upon all or some incomes, par- 
ticularly those derived from large salaries or professional skill which 
are now practically untaxed ; also an occupation tax in the nature of 
a license upon various kinds of businesses, according to their pro- 
ductiveness or usefulness to the public; also a gross earnings tax 
on public service and private corporations, bearing in mind always 
that such taxes can be shifted from the party nominally paying the 
tax to the consumer of the things taxed ; also a small flat rate tax 
Upon intangible property which by concealment now substantially 
avoids all taxation at the general property tax rate. The much 
discussed tonnage tax on iron ore, if deemed desirable, might be 
imposed without any question as to its constitutionality. Many other 
methods of special taxation might also be possible under the amend- 
ment proposed, which need not be here enumerated. 

All of the above mentioned methods of taxation are here merely 
suggested by way of illustration and only for the purpose of calling 
the attention of the reader to the various systems which would be 
possible under the amendment. It should be clearly understood 
that the commission does not urge or recommend the adoption of 
any of them at this time. Some of them may be desirable, many 
of them undesirable ; but none of them can be tested in practice uri^ 
less the constitution is amended substantially as proposed. 

Recommendation by the Commission 

After a careful consideration of the whole^matter this commis- 
sion feels warranted in recommending, in the event that the supreme 
court should decide that the amendment* now before it was not 
adopted, that the same may be again submitted to the electors of 
the state at the next general election in the hope that a more thoro 
discussion and a fuller consideration of the subject may result in 
its adoption by the people. 
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CHAPTER XVI 
RECOMMENDATIONS 

In the main portion of the report different phases of taxation 
have been considered. The arguments regarding principles and 
desirable changes, either in the law or in method, have been present- 
ed in some detail. It is the purpose of this chapter to consider recom- 
mendations which the commission desires to make regarding such 
changes in the taxing system of the state as seems wise. These rec- 
ommendations, however, are not to be regarded in the hght of final 
conclusions as to what is the most desirable system of taxation. 
They represent what the tax commission thinks it is possible to per- 
petuate in the form of law at the coming session of the legislature. 

Minor suggestions for the betterment of different sections 
and more satisfactory administration of tax laws are not put forward 
in this chapter, since they would but tend to divert attention from 
Ihe more important recommendations. During the session of the 
legislature attention will be called to such minor changes in the law 
as seem necessary. 

1. The County Assessor 

To the commission the most important change in the law, which 
in their opinion will secure better administration, more thoro as- 
sessment, and greater equality of taxation, is in the establishment 
of a county assessgr system as a substitute for the present local as- 
sessors. The argument for this change has been made in part I, 
chapter II. It is unnecessary to repeat at this point the arguments 
presented for a county assessor system, but in the opinion of the 
commission a much better assessment can be secured by centering 
the assessment in the hands of a county assessor, who shall be elected 
by popular vote for a term of four years and who shall also be 
under the supervision of the tax commission. 
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2. The Basis of Assessment 

The statutes now require the assessment of property within the 
state according to its full value in money. As was shown also in 
chapter II, various statutory limitations have inadvertently been 
placed upon the making of assessments. These limitations are: 
first, certain percentages upon the assessment of cities, towns or 
villages as to the possible extent of their indebtedness; second, the 
salaries of county auditors and treasurers, based upon the total 
assessment of the county ; and, third, special taxes levied for school 
and university and other purposes. These restrictions check the 
work of the assessor, since it is desirable, in order to limit the 
amount of the taxes paid by the different communities, to hold 
down the assessment. If the law requiring an assessment at full 
value is to be enforced, the restrictions made thru the different 
provisions of the law spoken of above should be reduced so that 
instead of a five per cent limit being placed upon the indebtedness 
of a village or town it should be reduced to two or three per cent 
of the assessed value. If this is not done, the enforcement of the 
law in the making of an assessment at full value will result in ma- 
terially increasing the salary of county officials and in enlarging 
the possible indebtedness of towns, villages and cities, and of 
materially increasing the amount of the school and special taxes. 
The failure of the legislature to take some action, either in changing 
the basis of assessment from the full value requirements of the law 
as it now stands, or in modifying the special taxes, percentages of 
indebtedness and the salaries of county auditors and treasurers, will 
leave the tax commission no other alternative than that of enforcing 
the existing law regardless of the debt, salary and special school 
provisions based on the comparatively low assessments now in vogue 
in the state. 

3. Taxation of- Corporations 

As shown in chapter VII of part II, the taxation of corpora- 
tions in Minnesota is now unsatisfactory as carried on under the 
law. The present listing of corporation stocks, real estate and other 
values for the purpose of securing a tax upon corporate excess does 
not produce the result that was originally intended. The purpose of 
the law was to tax shareholders thru the corporations, as is now 
done so admirably in the taxation of banks in the state. The present 
taxation of shareholders thru the corporation fails in a large measure 
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because the list now required of all companies and associations does 
not fit the conditions of the modern corporation, and also because 
of the failure of assessors to secure a return from the corporations 
as required by law. The enactment of a new list of queries and the 
establishment of a penalty in the law for failure to return the list to 
the assessor are essential to larger returns and better enforcement 
of the law now found in sections 835 and 838 of the Revised Laws 
of 1905. 

4. Inheritance Tax Law 

The receipts from the inheritance tax have fallen off during the 
past year as compared with previous years, and in no annual period 
have the returns been what they should have been as compared with 
those received in other states. The exemption permitted in Minne- 
sota, $10,000 for each beneficiary practically exempts most estates 
from the operation of the tax ; and where the state should receive be- 
tween $200,000 and $300,000 annually, the past year it received 
but $43,000; and the highest sum that it has received in any year is 
$159,454.91, for 1906. Better results would undoubtedly be ob- 
tained if the beneficiaries were graded, the exemption reduced, and 
the enforcement of the law placed specifically in the hands of the 
tax commission. See chapter XII. 

5. The Taxation of Railroad Companies 

The attention of the legislature is called to the statistics pre- 
sented in chapter VI of part II. These statistics deal with the tax- 
ation of railroad companies under the existing system at the present 
rate of four per cent and what their taxes would be under an ad 
valorem tax uniform and equal with that of other property in the 
state. These figures indicate that the present rate, four per cent, 
does not meet all the requirements of equal taxation. 

6. Power to Modify the Personal Property List 

It is desirable that the present personal property list, which 
has been materially expanded, should be changed in many particu- 
lars, so that the assessment, instead of growing more and more com- 
plicated, may be made simpler. From the point of view of the com- 
mission it would be desirable to place in their hands the power to 
change the list and reduce or increase the number of items to meet 
new conditions as they arise. 
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7. Exemptions Limited to Household Goods and Wearing 
Apparel ' 

Under the present law, an exemption of $ioo from the amount 
of the personal property assessment of an individual js permitted. 
This exemption, not being limited to any class of property, results 
in materially cutting the assessments, and, is much abused by owners 
listing property as belonging to different members of the same 
family. In order that this uncertainty may be removed, the com- 
mission suggests that the $ioo exemption should be made to apply 
to household goods and wearing apparel only. 

8. Distribution of the Mortgage Registry Tax 

The present mortgage registry tax law provides for the dis- 
tribution of the receipts paid in for the registration of mortgages 
between the state, the county, and the school districts and local gov- 
ernments on the basis of the proportional part of the tax rate levied 
by them. This method of. distribution results in considerable con- 
fusion, in a large amount of work in the auditor's office, and in no 
bpecii! benefit to any of the governments that receive a proportiori 
of the tax. It is recommended that the receipts from the mortga^^^e 
regisliy tax be divided between the state and the county, the pro- 
portion going to the state to be determined as it is now, and the re- 
mainder to be paid into the general fund of the county. 

9. Taxation of Logs Where Cut 

The complaints of the northern counties regarding the taxation 
r>f logs cut from stumpage in these counties have in them a good 
deal of merit, and call for some modification of the existing method 
of taxing them. Considerable difficulty will necessarily arise in 
making such a change, but in view of the fact that these couiities 
are steadily losing one of their principal assets in the form of stand- 
ing timber, it seems desirable to give them such additional revenue 
as can be secured from the taxation of logs cut during the year next 
prior to May ist in the county where cut. 

10. Submitting a New Tax Amendment 

The development of a modern tax system depends upon the 
amendment of the present constitution. If the supreme court decides 
that the amendment submitted to the voters in 1906 was not adopted, 
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lax legislation will be delayed at least four years. In that event 
the amendment submitted at the last election should be resubmitted 
in 19 1 o, or tax refonii will be long delayed and existing evils in- 
definitely continued, to the great injury of the state from both 
economic and moral points of view. 



The suggestions that have been made above are those that ap- 
pear to the tax commission as desirable and possible under existing 
conditions. If the court holds that the amendment submitted in 
ic;o6 was adopted and is a part of the constitution, it is possible 
under its provision to move. forward in the work of real reform 
in the present law. Whatever the outcome of the amendment, the 
commission submits the following proposals to the legislature and to 
the people of the state for their earnest consideration. 

1. Special Taxation of Credits 

The agitation for some special tax upon credits in place of the 
present provisions of the personal property tax was recognized in 
the last legislature by the passage of the mortgage registry tax 
law. This, however, is but a step in the right direction. By taking 
intangible properties such as moneys, securities, unsecured credits 
and the like, at a low flat rate of three or four mills, the commis- 
sion is confident a much larger revenue could be secured than is 
now obtained under existing law'S. This proposal is treated at 
length in chapter III of part I and is worthy, the commission thinks, 
of most careful consideration. 

2. Extension of the Gross Earnings Tax 

The principle of the gross earnings tax has commended itself 
to the people of the state thru an experience of nearly forty years. 
It seems desira1)le that this principle, which has been applied to 
railroads, telephone, express and freight line companies'with satis- 
factory results, should also be extended to the public utility com- 
panies of the state. The advantages of such a method of taxation 
are set forth in the chapter on gross earnings, chapter VI, part II, 
and the discussion need not be repeated here other than to say that 
it has the favorable recommendation of the tax commission. 
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3. Taxation of the Iron Ore Properties 

The problem of taxing the iron ore properties of the state has 
received a great deal of consideration in the last two years from 
many sources. The present system,, that of the general property tax 
based upon what might be termed an expert assessment, has removed 
in some degree the occasion for a tonnage tax. Nevertheless, con- 
siderations of justice and sound fiscal policy make it desira,ble that 
a tonnage tax, reasonable in amount, be substituted for, and in lieu 
of the present state tax. In no other feasible way can the heritage 
and diminishing value elements involved be recognized. It must not 
be overlooked, however, that the local governments are compelled 
to rely very largely for their support upon the taxes paid by the iron 
ore properties. If such legislation is enacted it will be necessary to 
recognize the two points of view, that of the state, and that of the 
local government. See chapters VIII and IX. 



Attitude of the Commission on Tax Legislation 

The commission have not prepared, and do not intend to pre- 
sent at this time, a new tax code. They are convinced, not only 
by the experience of their own state but by the experience of other 
states, that changes in tax laws should be brought about gradually 
and with as little friction as possible; in other words, that reform 
should be accomplished by evolutionary, not by revolutionary, 
methods. While fully persuaded that the general property tax as 
applied to personal property can never be a success because funda- 
mentally wrong and violative of the golden rule of taxation, that 
every man shduld pay according to his ability, the commission do 
not purpose to offer remedies until they have thoroly diagnosed 
the disease. They feel, however, that the work of reform should 
move carefully and steadily forward and should be advanced just 
as rapidly as safe remedies can be found and public sentiment will 
permit. It is the settled purpose of the commission, if given time 
and means, to probe the whole situation to the bottom in spite of 
every obstacle, but to perform the work in such a manner as to 
secure the approval and support of all fair-minded people. 
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Changes Made in Real and Personal Property Assessment 
By State Board of Equalization, 1908 

Abstract of Real and Personal Property, 1908 
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SPECIAL CHANGES IN REAL ESTATE, UNDER SECTION 863, CHAPTER 11, 
REVISED LAWS OF 1905 

Brown County Item 8 — 15 per cent decrease In City of Sleepy Eye. 

Item 9 — 15 per cent decrease In City of Sleepy Eye. 

Crow Wing County Item 2 — 2% per cent decrease in county, except Towns of 

Oak Lawn and Maple Grove and 20 per cent decrease 
in Town of Maple Grove. 

Freeborn County Item 9 — 15 per cent increase in City of Albert Lea. 

Hennepin County Item 2 — 5 per cent decrease in City of Minneapolis. • 

Item 3 — 5 per cent decrease in City of Minneapolis. 

Houston County Item 2 — 25 per cent decrease in Town of Mayville. 

Meeker County Item 8 — 15 per cent decrease in Village, of Litchfield. 

Item 9 — 15 per cent decrease in Village of Litchfield. 

Mille Lacs County Item 2 — 5 per cent increase in county , except Towns of 

Isle Harbor and South Harbor; 20 per cent decrease 
in Towns of IsJe Harbor and South Harbor. 

Olmsted County Item 2 — 22% per cent decrease in county, except City of 

Rochester; 16% per cent decrease in City of Rochester. 
Item 5 — 22% per cent decrease in county, except City of 

Rochester; 16% per cent decrease in City of Rochester. 
Item 8 — 22% per cent decrease in county, except City of 

Rochester; 16% per cent decrease in City of Rochester. 
Item 9 — 22% per cent decrease in county, except City of 

Rochester; 16% per cent decrease in City of Rochester. 

Pope County Item 8 — 20 per cent decrease in county, except Village of 

Cyrus; 40 per cent Increase in Village of Cyrus. 

Item 9 — 20 per cent decrease in county, except Village of 

Cyrus; 25 per cent increase in Village of Cyrus. 

St. LouIsL County Item 8 — 4 per cent decrease in City of Duluth. 

Item 9 — 4 per cent decrease in City of Duluth. 

Scott County Item 8 — 10 per cent Increase in county, except City of 

Shakopee. 
Item 9 — 10 per cent increase in county, except City of 
Shakopee. 

Stevens County Item 2 — 5 per cent increase in Town of Rendsville. 

Item 9 — ^30 per cent decrease in Village of Chokio. 

Waseca County Item 2 — 5 per cent increase in county, except Village of 

New Richland and City of Waseca. 
Item 5 — 10 per cent increase in county, except Villages of 
New Richland and Janesville and City of Waseca. 
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SPECIAL CHANGES, PERSONAL PROPERTY, UNDER SECTION 863, CHAPTER 
11, REVISED LAWS, 1905 

Aitkin County Class 10-A — 50 per cent increase in county, except the 

Town and Village of Aitkin. 

Becker County Class 24 — 25 per cent increase of White E3arth Reservation 

Bank, Ogema.. 

Bi'Jtrami County Class 5-A — 25 per cent increase in county, except Village 

of Spooner. 

Benton County Class 1-A — 10 per cent increase in county, except E3ast 

St. Cloud. 
Class 1-C — 20 per cent Increase in county, except East 

St. Cloud. 
Class 2- A — 66% per cent increase in county, except East 

St. Cloud. 
Class 2-B — 60 per cent increase in county, except E^ast 

St. Cloud. 
Class 2-C — 20 per cent increase in county, except East 

St. Cloud. 
Class 2-E — 25 per cent iucrease in county, except East 

St. Cloud. 
Class 5-A — 50 per cent increase in county, except East 

St. Cloud. 
Class 7 — 150 per cent increase in county, except East 

St. Cloud. 
Class 10-A — 50 per cent increase in county, except East 

St. Cloud. 
Class 18 — 40 per cent increase in Sauk Rapids. 

Big Stone County.. Class 24 — 5 per cent increase in Village of Clinton. 

Blue Earth County Class 24 — 8 per cent increase of National Bank of Com- 
merce, Mankato. 
Class 26-A — 50 per cent increase in county, except in 
Towns of St. Claire, Lake Crystal, Eagle Lake, and 
Amboy. 

Blown County Class 5-B — 25 per cent decrease in Villages of b^eepy Eye 

and Springfield. 

Carlton County ....Class 7 — 20 per cent increase in county, except Villages 

of Barnum, Carlton and Scanlon. 

Carver County Class 24 — 50 per cent increase, Village of Watertown. 

Casa County Class 5-A — 30 per cent increase in county, except Town 

of Ansel. 
Class 24 — 5 per cent increase in Village of Walker. 

Chippewa County Class 24 — 5 per cent increase of First National Bank, 

Montevideo. 
Class 24 — 5 per cent increase in Village of Milan. 

Chisago County .....Class? 24 — 5 per cent increase in State Bank, Rush City. 

Class 24 — 50 per cent increase in Center City. 

Class 24 — 25 per cent increase in Village of Lindstrom. 

Cottonwood County Class 24 — 60 per cent increase. Village of Bingham Lake. 

Class 24 — 45 per cent increase in Village of Jeffers. 
Class 24 — 25 per cent increase in Village of Mountain Lake. 
Class 24 — 20 per cent increase in First National Bank, 
Windom. 

Dakota County Class 10-A — 10 per cent increase in county, except City of 

Hastings. 
Class 23 — ^Assessed value of the capital stock of the Min- 
neapolis, St. Paul & Suburban Railway Company in- 
creased to and fixed at the sum of sixty-eight thou- 
sand, seven hundred fifty dollars ($68,750.00), subject 
to a deduction of the property specified in Items 5 and 
6 of Section 838, of the Revised Laws of the State 
of Minnesota, 1905. 
Class 24 — 33% per cent increase Village of Farmington. 
Class 24 — 50 per cent increase City of Hastings. 
Class 24 — 50 per cent increase City of South St. Paul. 
Class 24 — 15 per cent increase Village of Hampton. 
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Douglas County Class 24 — 60 per cent increase Evansville State Bank. 

Faribault County Class 24—15 per cent increase First National Bank, Blue 

Earth. 

Class 24 — 20 per cent increase Village of Kelster. 

Class 24 — 10 per cent increase Village of Bricelyn. 

Class 30 — 95 per cent increase Security State Bank, De- 
la van. 

Fillmore County Class 24—15 per cent Increase First State Bank, Spring 

Valley. 

Class 24— i5 per cent increase First National Bank, Rush- 
ford. 

Class 24— 8 per cent increase National Bank, Harmony. 

Freeborn County Class 5- A — 33% per cent increase in county, except City 

of Albert Lea. 
Class 5-A — 50 per cent increase in Albert Lea. 
Class 24 — 7% per cent increase Citizens National Bank, 

Albert Lea. 
Class 24 — 20 per cent increase Security State Bank, Alden. 
Class 24 — 10 per cent increase Village of Hartland. 
Class 24 — 7% per cent increase Village of London. 

Grant County Class 24 — 33 % per cent increase State Bank, Barrett. 

Class 24 — 80 per cent increase Citizens Bank, Barrett. 

Hennepin County Class 18 — 10 per cent increase Minneapolis Journal Co. 

Class 23 — ^Assessed value of capital stock of the Minne- 
apolis Street Railway Company, increased to and fixed 
at $7,438,040.00. 

Class 23 — ^Assessed value of capital stock MinneapollSs St. 
Paul & Suburban Railway Company increased to and 
fixed at $504,685.00. 

Class 23 — ^Assessed value of capital stock of Minneapolis 
General Electric Company increased to and fixed at 
$1,485,115.00. 

Class 23 — Assessed value of capital stock of Minneapolis 
Gas Light Company increased to and fixed at $1,841,- 
312.00, subject to a deduction in each case of the 
value of property specified in Items 5 and 6 of Sec- 
tion 838 of the Revised Laws of the State of Minne- 
sota, 1905. 

Itasca County Class 24 — 25 per cent increase First State Bank, Grand 

Rapids. 
Class 24 — 15 per cent increase First National Bank, Grand 
Rapids. 

Jackson County Class 24— 33^^ per cent increase Jackson County Bank, 

Lakefield. 

Class 24 — 10 per cent increase. First National Bank, Lake- 
field. 

Class 23 — 10 per cent increase Township West Heron Lake. 

Class 24 — 30 per cent increase Village of Wilder. 

Kanabec County Class 7 — 75 per cent increase In county, except Village 

of Mora. 
Class 24 — 20 per cent increase in Village of Grasston. 

Kittson County Class 8 — 25 per cent decrease in county, except ToWn of 

St. Vincent. 
Class 8 — 50 per cent decrease in Town of St. Vincent. 
Class 24 — 20 per cent increase First Nat'l, Bank, Hallock. 

Le Sueur County Class 5-A — 20 per cent increase in county, except Town 

of Kilkenny and City of Waterville. 

Class 5-B — 200 per cent increase in New Prague. 

Class 7 — 65 per cent increase in county, except Village of 
Cleveland and City of Waterville. 

Class 23 — 50 per cent increase in Village of Cleveland. 

Class 24 — 25 per cent increase in New Prague. 

Lincoln County Class 16-B — 10 per cent increase in county except Village 

of Hendricks. 
Class 16-B — 20 per cent increase in Village of Hendricks. 
Class 18 — 20 per cent increase in Village of Hendricks. 
Class 24 — 55 per cent decrease in Village of Arco. 

Lyon County Class 24—10 per cent increase First National Bank, Tracy. 

Class 24 — 10 per cent increase Village of Taunton. 

McLeod County Class 24 — 7% per cent increase Village of Hutchinson. 
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Mahnomen County Class 8 — 30 per cent decrease in county, except Town of 

Heirer. * 

Class 8 — 70" per cent decrease in Town of Heirer. 

Class 24 — 10 per cent increase First National Bank of Mah- 
nomen. 

Class 29 — 300 per cent' increase In county, except Town of 
Heirer. 

Marshall County Class 2-C — 60 per cent decrease Town of Veldt. 

Class 10-B — 100 per cent increase Village of Argyle. 
Class 10-B — 50 per cent increase Village of Stephen. 
Class 24 — 50 per cent increase'' City of Warren. 
Class 29 — 400 per cent increase in Towns of Boxville, Bast 

Park, Grand Plain, Excel, Rollis, Viking, Wright, and 

Villages of Argyle and Stephen. 

Martin County Class 24 — 33 ^^ per cent increase State Bank of Ceylon. 

Class 24 — 55 per cent increase First Nat'l. Bank, Ceylon. 
Class 24 — 20 per cent increase Truman State Bank. 
Class 24 — 30 per cent increase Truman National Bank. 
Class 24 — 40 per cent increase Village of Granada. 
Class 24 — 66% per cent increase Village of Welcome. 
Class 24 — 66% per cent increase Village of Dunnell. 

Meeker County Class 24 — 20 per cent increase Eden Valley. 

Class 24 — 121^ per cent increase Bank of Litchfield. 

Mille Lacs County Class 24 — 15 per cent increase Milaca State Bank. 

Morrison County ..Class 19 — 10 per cent increase Village of Randall. 

Class 24 — 5 per cent increase German -American Bank, 
Little Falls. 

Murray County Class 24 — 15 per cent increase Village of Avoca. 

Nobles County Class 24 — 40 per cent increase Village of Bigelow. 

Otter Tail County Class 19 — 50 per cent increase First State Bank, Battle 

Lake. 

Class 19 — 40 per cent increase First National Bank, Bat- 
tle Lake. 

Class 19 — 50 per cent increase First State Bank, Dalton. 

Class 24 — 30 per cent increase First State Bank of Fergus 
Falls. 

Class 24 — 50 per cent increase Scandia Bank, Fergus Falls. 

Class 24 — 50 per cent increase First Nat'l. Bank of Fergus 
Falls. 

Class 24 — 50 per cent increase Fergus Falls Nat'l. Bank. 

Class 24 — 30 per cent increase Farmers State Bank, Hen- 
ning. 

Class 24 — 50 per cent increase First Nat'l. Bank, Henning. 

Class 24 — 7 per cent increase First Nat'l. Bank, Pelican 
Rapids. 

Class 24 — 60 per cent increase Village of New York Mills. 

Class 24 — 50 per cent increase Village of Parkers Prairie. 

Class 24 — 50 per cent increase Village of Deer Creek. 

Class 24 — 25 per cent increase Village of Elizabeth. 

Class 24 — 25 per cent increase Village of Ottertail. 

Class 24 — 25 per cent increase Town of Didaros. 

Polk County Class 24 — 50 per cent increase Village of Winger. 

Class 26-A — 10 per cent increase in Crookston and East 
Grand Forks. 

Ramsey County Class 18 — 100 per cent increase St. Paul Daily News. 

Class 23 — Assessed value of capital stock of St. Paul City 

Railway Company increased to and fixed at $5,289,- 

882.00. 
Class 23 — ^Assessed value of capital stock of Minneapolis, 

St. Paul & Suburban Railway Company increased to 

and fixed at $14,036.00. 
Class 23 — Assessed value of the capital stock of Edison 

Electric Light & Power Company increased to and 

fixed at $102,080.00. 
Class 23 — Assessed value of the capital stock of St. Paul 

Gas Light Company increased to and fixed at $1,064,- 

890.00, subject to a deduction therefrom in each case 

of the value specified in Items 5 and 6 of Section 838 

of the Revised Laws of the State of Minnesota, 1905. 
Class 24 — 15 per cent increase First State Bank, Merriam 

Park. 

Redwood County Class 24 — 15 per cent increase Village of Sanborn. 

Class 24 — 25 per cent increase Village of Wanda. 
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Clajss 24 — 20 per cent Increase Village of Buffalo Lake. 

Class 24 — 25 per cent increase Village of Danube. 
Class 24 — 25 per cent increase Village of Fairfax. 
Class 24 — 25 per cent increase Village of Franklin. 
Class 24 — 20 per cent increase Village of Hector. 
Class 24 — 15 per cent increase Village of Renville. 
Class 24 — 25 per cent increase Village of Sacred Heart. 
Class 24 — 15 per cent increase Village of Morton. 
Class 24 — 25 per cent increase Renville County State Bank, 

Bird Island. 
Class 24 — 15 per cent increase Peoples First Nat'l. Bank, 

Olivia. 

Rice County.. Class 27 — 35 per cent decrease in Town of Richland. 

Rock County Class 24 — 7 per cent increase in Village of Hills. 

Class 24 — 40 per cent increase in Village of Magnolia. 
Class 24 — 30 per cent increase in Village of Kenneth. 

St. Louis County Class 19 — 5 per cent increase First National Bank, Vir- 
ginia. 

Class 24 — 10 per cent increase St. Louis County State 
Bank, Duluth. 

Class 29 — 30 per cent increase in county, except the Cities 
of Duluth and Tower, and Village of Hibbing. 

Scott County Class 5-A — 100 per cent increase in City of Shakopee. 

Class 24 — 150 per cent Increase in Village of New Market. 
Class 24 — 25 per cent increase In State Bank, New Prague. 

Sherburne County Class 1-A — 25 per cent decrease in county, except Eaat 

St. Cloud. 
Class 2- A — 20 per cent increase in county, except East 
St. Cloud. 

Stearns County Class 7 — 40 per cent increase in county, except City of 

St. Cloud and Sauk Center. 
Class 9 — 50 per cent increase in Town of Fairhaven. 

Steele County Class 7 — 100 per cent increase in county, except City of 

Owatonna. 

Class 7 — 20 per cent increase in City of Owatonna. 

Swift County Class 5-A — 25 per cent increase in county, except City of 

Benson and Village of Appleton. 
Class 24 — 25 per cent increase Appleton State Bank. 
Class 24 — 8 per cent increase Swift County Bank, Benson. 
Class 24 — 20 per cent increase Village of Hallo way. 
Class 24 — 10 per cent increase in Village of Danvers. 
Class 24 — 35 per cent increase in Village of Murdock. 

Todd County..; Class 24 — 15 per cent increase Village of Clarissa. 

Traverse County Class 24 — 60 per cent increase Browns Valley State Bank. 

Wabasha County Class 24 — 12 per cent increase Village of Hammond. 

Waseca County Class 24 — 30 per cent increase Village of Matawan. 

Washington County Class 1-C — 50 per cent decrease in Town of Denmark. 

Class 5-A — 20 per cent increase in County, except City of 
Stillwater. 

Class 23 — Assessed value of the capital stock of Minne- 
apolis, St. Paul & Suburban Railway Company, in- 
creased to and fixed at $213,082.00, subject to a de- 
duction therefrom of the value specified in Items 5 
and 6 of Section 838 of the Revised Laws of the State 
of Minnesota, 1905. 
Watonwan County Class 24 — 25 per cent increase Village of La Salle. 

Class 24 — 60 per cent increase Village of Louisville. 

Class 24 — 25 per cent increase Village of Odin. 

Class 24 — 40 per cent increase Village of Ormsby. 

Class 24 — 55 per cent increase Security State Bank, St. 
James. 

Class 24 — 20 per cent increase First National Bank St. 
James. 

Class 24 — 60 per cent increase Citizens National Bank of 
St. James. 

Class 24 — 10 per cent Increase State Bank, Butterfield. 

Class 24 — 50 per cent increase State Bank, Darfur. 

Class 24 — 45 per cent increase State Bank, Madelia. 

Class 24 — 30 per cent increase First Nat'l. Bank, Madelia. 
Wilkin County Class 24—30 per cent increase Village of Tenny. 

Class 24 — 35 per cent decrease Village of Wolverton. 
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Wright County Class 24 — 7 per cent increase Oakly State Bank, Buffalo. 

Class 24 — 25 per cent Increase Village of Montrose. 
Class 24 — 60 per cent decrease, St. Michaels. 
Class 24 — 80 per cent decrease St. Michaels Station. 

Yellow Medicine County.. Class 5- A — 40 per cent Increase in county, except Granite 

Falls. 
Class 5-A — 20 per cent increase in Granite Falls. 
Class 24 — 60 per cent increase in Granite Falls Bank. 
Cl£uss 24 — 40 per cent increase In Yellow Medicine County 

Bank. 
Class 24 — 25 per cent increase in First National Bank, 

Granite Falls. 
Class 24^40 per cent increase Village of Canby. 
Class 24 — 70 per cent increase Village of Clarkfield. 
Class 24 — 50 per cent increase in Village of Echo. 
Class 24 — 10 per cent increase in Village of Hazel Run. 
Class 24 — 45 per cent increase in Village of Porter. 
Class 24 — 30 per cent increase Village of Wood Lake. 
Class 24 — 50 per cent increase Village of Hanley» Falls. 
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ABSTRACT OF ASSESSMENT OF REAL PROPERTY IN THE STATE 



COUNTIES 



Aitkin 

Anoka 

♦Becker , 

Beltrami 

Benton ..'.... 
Big Stone ... 
Blue Earth . . 

Brown 

Carlton 

Carver 

Cass 

Chippewa 

Chisago 

Clay 

Clearwater . : 

Cook 

Cottonwood . . 
Crow Wing . . 

Dakota 

Dodge 

Douglas 

Faribault 

Fillmore 

Freeborn 

Goodhue 

Grant 

Hennepin 

Houston 

Hubbard 

Isanti 

Itasca 

Jackson 

Kanabec 

Kandiyohi . . . 

Kittson 

Koochiching . 
Lac qui Parle 

Lake 

Le Sueur 

Lincoln 

Lyon 

McLeod 

Mahnomen . . 

Marshall 

Martin 

Meeker 

Mille Lacs . . 

Morrison 

Mower 

Murrav 

Nicollet 

Nobles 

Norman 

Olmsted 

Otter Tail ... 

Pine 

Pipestone 

Polk 

Pope 

Ramsey 

Red Lake ... 
Redwood .... 
Renville 



.'d o ,#» 
I Jok3 






G 

.si 

3 a 



966.854 
265,513 
615.263 
651,724 
255,204 
326,499 
471,025 
378,330 
476,361 
222,941 
847,812 
367,853 
265,021 
654,494 
370,359 
399,773 
404,313 
607,909 
361,568 
277.049 
394,811 
449,822 
546,538 
440,138 
485.512 
335,092 
301,858 
360,218 
524.140 
279,974 
,126.941 
440.949 
334,102 
491,178 
577,938 
498,016 
492.656 
702,189 
278,540 
333,116 
446,189 
306,122 
189,169 
885,616 
447,017 
376,720 
357,918 
704,370 
449.107 
441,854 
275,612 
451,203 
554,446 
414.939 
249,241 
878,845 
289,726 
,232,815 
421,104 
55,834 
492.783 
546.044 
619,121 



$3,762,650 
1,694,123 
3,808,130 
4,065,532 
1.590,587 
2.716,527 
5,856,912 
4,794,817 
1,796,967 
3.184,107 
3,113,581 
3,282,771 
1,597,016 
5,520,686 
1,589,112 
2,196,670 
4.454,007 
2,962,507 
4,291,545 
3,939,012 
3,133,508 
6,192,977 
6,528,929 

• 6.144,547 
6,883,355 
3,018,902 

10,811,696 
3,045,153 
1,830,667 
2,217,306 

20,126,379 
5,756,936 
1,355,290 
4,731,175 
3,098,762 
4,527,391 
5.035,483 
3,788,430 
3,953.478 
3,260,556 
5,286,529 
4,360,181 
1,217,400 
4,367,458 
5.841,827 
4,079,907 
1,372.750 
2,995,955 
6,381,073 
5,062,039 
3,821,593 
6,354,024 
4,261,719 
5,454,147 
6,754,824 
3,613,682 
3,067,309 
6,089,328 
3,243,508 
1.650,960 
2.145.875 
7.610,086 
7,121,351 



-3 Oj O « 



$3.89 

6.38 

6.19 

6.24 

6.24 

8.32 

12.43 

12.67 

3.77 

14.28 

3.67 

8.92 

6.01 

8.44 

4.29 

5.50 

11.02 

4:87 

11.87 

14.22 

7.94 

13.76 

11.40 

13.96 

14.18 

9.00 

35.82 

8.45 

3.49 

7.92 

17.86 

13.05 

4.05 

9.63 

5.36 

9.07 

10.22 

5.39 

14.19, 

9.78 

11.85 

14.24 

6.43 

4.93 

13.06 

10.83 

3.84 

4.25 

14.21 

11.46 

13.87 

14.08 

7.68 

13.14 

5.41 

4'.11 

10.58 

4.94 

7.70 

29.57 

4.35 

13.94 

11.50 



S ^ Si 

O m 

el's 

d > CO 0) 
1^ o 3 t< 






$65,793 



9,274 



432.218 
38.371 



$138,354 
411,389 
510,043 
288,935 
259,076 
340,175 
996,424 
484,656 
663,506 
732.928 
109,497 
411,370 
883,210 
482,646 
86,902 
10.830 
475,175 
286,024 

1.074,504 
581.352 
600,105 
703,438 

1,072,185 
944,574 

1,307,524 
374,243 

3,197,120 
698,342 
462,407 
663,298 
114,411 
602,456 
132,883 
792,288 
418,747 
48,489 
911,684 
32.565 
523.12V 
410.6341 
554,516 
601,441 
39.451 
691,784 
788.966 
537,406 
189,056 
412,715 
956,818 
448.385 
672,788 
581,928 
490,633 
998,082 
923.742 
295,456 
245,137 

1,046,735 
630,182 
273,755 
168,029 
933,091 
991,256 



♦Becker County re-assessment Dist. No. 2 Unorganized towns, $956,364. 
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OF MINNESOTA, AS EQUALIZED BY THE STATE BOARD, 1908 



Lands. 

,n Town 

Lots, 

Struc- 
d Im- 
;s 


7— Average Value of 
Lands, per Acre, 
Including All Im- 
provements 


Town 

Lots, 

of 

and 

Bnts 


Struc- 
d Im- 
s on 
d City 


C Town 

Lots 

Struc- 

d Im- 

s 


alue of 
erty as 
by the 
rd 


alue of 
erty as 
by the 
►ard 


11^ 


6— Value of 
Other Tha 
and City 
Including 
tures an 
provement 


8— Value of 
and City 
Exclusive 
Structures 
Improvem* 


9— Value of 
tures a n 
provement 
Town a n 
Lots 


IC— Value Q] 
and City 
Including 
tures an 
provement 


11— Total V 
Real Prop 
Equalized 
State Boa] 


12— Total V 
Real Prop 
Returned 
County Be 


13— Total V 
Real Prop 
Returned 
Assessors 


$3,901,004 


$4.04 


$142,524 


$187,880 


$330,404 


$4,231,408 


$3,858,181 


$3,917,850 


2,105,512 


7.93 


404,907 


547,180 


952,087 


3,057,599 


3,020,200 


2,689.235 


4,318,173 


7.02 


309,654 


504,656 


814,310 


5,132,483 


5,132.483 


4,133,887 


4,354,467 


6.68 


651,524 


552,751 


1,204,275 


5,558,742 


4,94:J,474 


5,049,996 


1,915.456 


7.50 


104,299 


154,857 


259,156 


2,174,612 


2,174.612 


1.276,090 


3,056,702 


9.37 


166,834 


425,564 


592,398 


3,649,100 


3,613,668 


3,635,868 


6,853,336 


14.55 


1,407,610 


1,992,947 


3,400,557 


10,253,893 


10,0^J1,962 


. 9,697.625 


5,279,473 


13.96 


588,869 


871,469 


1,460,338 


6,739,811 


6,52!!, 66:J 


6,367,351 


2,460,473 


5.16 


124,889 


628,659 


753,548 


3,214,021 


3,214.021 


3.393.614 


3,917,035 


17.57 


106,958 


392,267 


499,225 


4,416,260 


4,126,796 


4.14'8,656 


3,223,078 


3.80 


127,634 


204,106 


331,740 


3.?5!.'?ls 


3,554. Sl£ 


3,561.336 


3,694,141 


10.04 


204.369 


445,211 


649.580 


4,213,7:^1 


3,948,837 


3,886.731 


2,480,226 


9.32 


168,122 


359,564 


527,686 


3,007,912 


3,007,912 


2,962.648 


6,003,332 


8.77 


533,086 


790,972 


1,324,058 


7,327.390 


7.064,500 


6.583.639 


1,676,014 


4.41 


33,934 


73,724 


107,658 


1,VS3,672 


1,783,672 


1,535,412 


2,207,500 


5.52 


29,507 


12,714 


42,221 


2,249.721 


2.981,945 


2.927.814 


4,929,182 


12.19 


222,746 


422,591 


645,337 


r. r,-?.! nifj 


5,018,855 


4,908,284 


3,248,531 


5.35 


851,201 


1,040,590 


1,891,791 


5,110,L-- 


5,232,321 


5.204.405 


5,366,t)49 


14.84 


1,075,931 


1,139,399 


2,215,330 


7,581,379 


7,581,379 


7,530.853 


4,520,364 


16.32 


154,229 


433,366 


587,595 


5,107,959 


6,260,593 


6,151,328 


3,733,613 


9.46 


271,986 


581,058 


853,044 


4,586,657 


4,045,835 


4,016,861 


6,896,415 


15.33 


367,448 


792.220 


1,159,668 


8,056,083 


8,056,083 


7,962,778 


7.601,114 


11.97 


346,198 


745,222 


1,091,420 


8,692,534 


8,692,534 


8,247,314 


7,089,121 


16.11 


721,246 


995,377 


1,716,623 


8,805,744 


8.053,912 


7,800,165 


8,190,879 


16.65 


887,830 


1,937,477 


2,825,307 


11,016,186 


11,016,186 


10,075,958 


3,393.145 


10.13 


158,006 


234,923 


392,929 


3,786,074 


3,786,074 


3,746,107 


14,008,816 


46.41 


61,571,323 


63,700,815 


125.272,138 


139,280,954 


142,587,324 


141.764,626 


3,743,495 


10.39 


154.251 


313,075 


467,326 


4,210,821 


4.275,596 


3,959,245 


2,293,074 


4.37 


95,280 


216,555 


311,835 


2,604,909 


2,438,485 


2,645,18< 


2,880,604 


10.29 


63.518 


123,402 


186,920 


3,067,524 


3,007,224 


2,188,224 


20,240.790 


17.95 


424,829 


661,316 


1,086,145 


21,326,935 


21,326.935 


21,402,831 


6,359,392 


14.42 


350,279 


464,102 


814,381 
102,^71 


, 7,173,773 


7,374,591 


7,009.097 


1,497,447 


4.48 


35,391 


67,480 


1,600,318 


1,477,110 


1,322,324 


5,523,463 


11.25 


482,448 


812,998 


1,295,446 


6,818,909 


6,1&9,00S 


5,559,081 


3,517,509 


6.09 


112,382 


208,178 


320,560 


3,838,069 


4,612,759 


4,478,020 


4,575,880 


9.11 


493,941 


109,691 


603,632 


5.179,512 


5,179,512 


4,335,728 


5,947,167 


12.07 


151,234 


438,062 


589,296 


6,536,463 


6,07S,f;92 


5.751,760 


3,820,995 


5.44 


198.564 


356,524 


555,088 


4,376,083 


4,:^76,osa 


4,326.423 


4,476,605 


16.07 


314,234 


581,200 


895,434 


5,372,039 


5,^72,033 


5,480,844 


3,671,190 


11.02 


113,309 


222,472 


335,781 


4,006,971 


4,00e,!l7i 


3,975,516 


5,841.045 


13.09 


412,423 


824,248 


1,236,671 


7,077,716 


7.077.716 


6,979,401 


4,961,622 


16.21 


315,479 


599.069 


914,548 


5,876,170 


S,a94,528 


6,942,806 


1,256,851 


6.64 


35,567 


59,415 


94,982 


1,351,833 


1,351,833 


1.294,278 


5,059,242 


5.-71 


208,799 


361,368 


570,767 


5,630,009 


G,0S2.B40 


4,967,314 


6,630,793 


14.83 


392,175 


583,042 


975,217 


7,606,010 


7.fi0l.853 


7,317.514 


4,617,313 


12.26 


242.619 


406,508 


649,127 


5,266,440 


fi,793,fil4 


5.282,973 


1,561.806 


4.36 


134,505 


222,801 


357,306 


1,919,112 


1.893, 8Sil 


1,858,423 


3.408,670 


4.84 


436,051 


471,605 


907.656 


4,316,326 


3Hfi77,494 


3,221,897 


7,337,891 


16.34 


628,777 


1,063,625 


1,692,402 


9,030,293 


9,416.49^ 


9,265,174 


5,510,424 


12.47 


123.428 


246.033 


369.4^1 


5,879,885 


15 175,900 


5,247,439 


4.494,381 


16.31 


252,432 


513.396 


765,828 


5,260.209 


5,R44.fi77 


5,834,879 


6,935,952 


15.37 


374,817 


562,225 


937,042 


7,872,994 


10,275,897 


9,900,759 


4,752,352 


8.57 


131,861 


349,008 


480,869 


5,233.221 


?>.S3,l,a21 


4.928,178 


6,452,229 


15.55 


635.990 


1.119.307 


1,755.297 


8,207,526 


10.4*3,251 


9,911,199 


8,110,784 


6.49 


609,643 


825,811 


1,435,454 


9.546,238 


7.446,731 


7,247,975 


3.947,509 


4.49 


107,222 


215.937 


323,159 


4,270,668 


4,32L425 


3,190,138 


3,312,446 


11.43 


237,304 


327,602 


564,906 


3,877,352 


3,783,201 


3,590,600 


7,136,063 


5.78 


656.111 


1,142.744 


1,798,855 


8,934,918 


7.324.572 


7,631,906 


3,873.690 


9.20 


137,119 


330,480 


467,599 


4,341,289 


5.412,931 


5,447,347 


1,924,715 


34.47 


48,934,824 


35,575,355 


84,510,179 


86,434,894 


!?«. 434.894 


86,433,569 


2,313,904 


4.70 


397.005 


334,703 


731,708 


3,045,612 


?.A^^AOS 


2,614.005 


8,543,177 


15.64 


407,264 


738,429 


1,145,693 


9,688,870 


9,fiS3,870 


9,635,372 


8,112,607 


13.10 


406,945 


868,542 


1,275,487 


9,388.094 


9,3SS,094 


9,139,470 
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«5- 



in 



COUNTIES 






ocEhJS 



d« 




O OQ 




Rice 

Rock 

Roseau 

St. Louis 

Scott 

Sherburne 

Sibley 

Stearns 

Steele 

Stevens 

Swift 

Todd 

Traverse 

Wabasha 

Wadena 

Waseca 

Washington 

Watonwan 

Wilkin 

Winona 

Wright 

Yellow Medicine 

Totals , 

Total value of real property 
as returned by the county 
board, 1908 



Total value of real property 
as equalized by the state 
board, 1906 



312,760 
304.760 
529,874 
2,440,349 
221,913 
267.284 
371,329 
851,667 
270,691 
352,152 
470,987 
584,466 
363,931 
338,175 
318,608 
265,506 
243,649 
274,706 
473,236 
399,789 
418.399 
473,068 



v41.212.687 



41,212,68? 



39,966,585 



4,172,351 
4.313,478 
1,710.833 
182,057,263 
2,464,681 
1,610,495 
4,950,307 
7,023,493 
3,547.628 
3.047,471 
3,563,582 
4,065,909 
3,042,537 
2,999,206 
1,563,091 
3,343,175 
2,754,005 
3,305,281 
3,797,087 
4,542,114 
4.232,872 
4,886,166 



$530,704,729 



531,877.383 



408,629,133 



13.34 

14.15 

3.23 

74.60 

11.11 

5.65 

13.33 

8.24 

13.10 

8.65 

7.57 

6.96 

8.36 

8.87 

4.91 

12.59 

11.30 

12.03 

8.00 

11.36 

10.12 

10.32 

$12.88 



12.90 



10.22 



906,021 



906,843 
341,521 
89,908 
318,806 
584,564 
267.568 
474,502 

1,400,455 
714.261 
467,204 
468,730 
559,451 
323,774 
598,388 
278,341 
449,158 
941,853 
482,980 
•384,519 

1,220,748 
938,630 
590.504 



$1,451,677 
1,451,677 
1,444,260 



$49,511,576 



50,124,842 



47,392,144 
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OF MINNESOTA, AS EQUALIZED BY THE STATE BOARD, 1908 —(Continued) 



6— Value of Tiands, 
Other Than Town 
and City Lots. 
Including Struc- 
tures and Im- 
provements 


7 — ^Average Value of 
Lands, per Acre, 
Includingr All Im- 
provements 


8— Value of Town 
and City Lots, 
Exclusive o f 
Structures and 
Improvements 


9— Value of Struc- 
tures and Im- 
provements on 
Town and City 
Lots 


10— Value of Town 
and City Lots. 
Includingr Struc- 
tures and Im- 
provements 


11— Total Value of 
Real Property as 
Equalized by the 
State Board 


12— Total Value of 
Real Property as 
Returned by the 
County Board 


18— Total Value of 
Real Prc^erty as 
Returned by the 
Assessors 
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7&,367 
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1.967,928 


1,967,928 


1,776,736 
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74.73 


17,164^35 
198?842 


10.3&0J23 


27,555,358 


209,931,427 


210,985,274 


209,185,755 


3,049,245 


13.74 


393,873 


590,916 


3,640,160 


3,332.548 
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- 1,778,063 


6.65 


32,334 


13S,074 
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1.938,471 


1,991,940 


1,839,606 


5,424,809 


14.61 
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5,886,787 


4,785,412 
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15.74 
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9.98 
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4,054.056 


4,032,312 


8.56 
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508,994 


4.541,306 


3,784,422 


3.711.666 


4,625,360 


7.91 


62SJ24 


918,876 


5.544,236 


5,174,608 


4,329,609 


3,366,311 


9.25 


114,294 


2S4,66\> 


398,953 


3,765,264 


3,765,264 


3.691,536 


3,597,594 


X0.64 


497,061 


1.09(3,141 


1,693,202 


5,190,796 


4,982,087 


4,769,821 


1,841,432 


5.78 


132,766 


29&,221 


431,987 


2,273,419 


2,186,731 


1.996.044 


3,792,333 


14.28 


244,806 


il£,S94 
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4.454,033 
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3.736,867 


3,695,858 


15.16 


1,626,339 


2,069,811 


3,696,150 


7,392,008 


7.392,008 


7.381,266 


3,788,261 


13.78 


255.072 


543.151 


798,223 


4,586,484 


4,563,296 


4.522.101 


4,181,606 


8.81 


157,567 


282,074 


439,641 


4,621,247 


4,621,247 


4,426,173 


5.762,862 


14.41 


2,336,372 


2,720,839 


5,057,211 


10,820.073 


11,324,752 


11,307,649 


5,171,502 


12.36 


172,011 


586,552 


708,563 


5,880.065 


6,710.084 


8.777,965 


5,476,670 


11.58 


242,215 


418.713 


660.928 


6,137,598 


6,137,598 


5,951,065 


$581,667,982 


$14.11 


$157,556,084 


$158,417,651 


$315,973,635 


$897,641,617 


$903,980,029 


$882,130,972 


583,453,902 


14.15 


161,185,532 


159,340,595 


320,526,127 




903,980,029 




457,465,537 


11.44 


154,960,775 


139,461,299 


294,422,074 


751,887,611 


727,460,049 
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assessment 

comparison with other real property 157, 160 

logs as personal property 149, 150 

logs for shipment out of state 149 

logs for manufacture in state 150 

recommendation of tax commission 222 

practice in 159 

suggested changes 159-160, 161 

under present law 160 

Becker county reassessment 156 
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burden of taxation 149, 150, 157, 160, 161 
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California's percentage 54 
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per capita assessment of personal property 33 

percentage of personal property to total assessments, 1861-1906, 

table * 31 



MERCHANDISE, assessment of 9 

gross earnings tax suggested in lieu of personal property tax. 97 

MINNEAPOLIS 

assessors' returns for financial classes of personal property, 

table 36-37 

assessment ratios for real estate values 5^ 

comparison of assessment with Duluth and St. Paul 58 

inequalities between individual parcels of land 57 

MONEY, see Credits 

MINES AND MINING 

abatements, applications for 139 

assessment, 1907, 1908 123-139 

former method of, inequalities in 9, 114 

future policy 142 

back assessments, attitude of commission toward 140 

classification and rates 121 
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holdings in fee and lease 117 
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MINES AND MINING (Continued) 

real estate assessment, power to make in odd numbered years 112 

opinion of attorney general 113 

resolutions of house of representatives 110 
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classification and rates 120 

valuation, 1907 123-125 

valuation, 1908 133 

stock pile, assessment of proposed 145 

tonnage tax 142-148 

dissent of O. M. Hall 146-148 

recommendation by tax commission 224 

state and local interests 143 
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rates of 121 
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New York law, results under 167 
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inheritance tax rates and exemptions proposed 184 

mortgage registry tax, results of 167 

separation of state and local revenues in 206 
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ONE MILL SCHOOL TAX. abatement of 139 
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OREGON TAX COMMISSION of 1906 

general property tax, elasticity of 207 

separation of state and local revenues 

apportionment-by-expenditures method 207 

lack of elasticity in 207 

PEDLERS' AMENDMENT, 1906 212 

PENNSYLVANIA 

separation of state and local revenues in 206 

taxation of mortgages 167 

PER CAPITA ASSESSMENT, total, real and personal property, 
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PERSONAL PROPERTY 

abstract of assessment, 1908, equalized by state board 240-257 

assessment, percentages of moneys and credits to, 1866-1907, 

table 32 

assessment returns, item 22, 1905-1908 168 

assessor dependent upon owner for valuation 30 
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equalization of assessment by county and state boards 6 

financial items, failure to assess 38 

intangible, owner refusing to list 30 

logs not specifically mentioned as 149 

logs to be shipped out of state taxed as, where, when 149 
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per capita assessment of, in Massachusetts 33 ' 
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percentage of assessment in 1907 35 
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power to. modify list recommended 221 

PERSONAL PROPERTY TAX 
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burden of 35 

criticism of 30 
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per capita assessment 31 
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percentage of to total assessment in Massachusetts and Minne- 
sota 31 
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ment of property 34 
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Tax 

gross earnings tax 92 

as a fiscal system 93 

local companies 93 

substitution of, in lieu of general property tax 94 

Wisconsin law 94 

RAILROADS 

gross earnings tax 10, 82 

change in rate recommended 221 

compared with general property tax 86 

basis of figures -. 91 

results 91 

constitutionality of the law 84 

extension of principle 83 

history of, in Minnesota 83 

legislation of land grants 84 

litigation relating to 85 
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RAILROAD AND WAREHOUSE COMMISSION 

valuation of railroad property 91 

REAL ESTATE 

aggregate value of 61 

assessing timber lands, metliod of 159 

assessment in odd numbered years, power to make 112 

carrying charges on timber lands 158 

comparison of aggregates and percentages of assessment of 

manufactures and agriculture 54 

California percentages 54 

comparison of assessments for Duluth, Minneapolis and St. 

Paul, table 58 

conclusion from investigation of sales ^ 61 

conclusion, requirements for equal valuations 60 

distribution of tax burden 47 

equalization of assessment by county and state boards 6 

improved and wild lands, variance in assessment 56 

inequalities between individual parcels of land 57 

inequalities between rural and city property 53 

reasons for 53 

inequalities in districts • 63 

investigation of values 47 

investigation report of sales, 1902-1907, table 50-57 

land and improvements, difference between 56 

mines, holdings of in fee and lease 117 

owners of timber lands ^ 151 

percentages of real estate and personalty to total assessment, 
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per cent of assessed to true value 49 

St. Paul reassessment 58 

power of tax commission 59 

sales method 48 

precaution agaipst errors 48 

tabulation of results 49 

timber defined as 149 

valuations 15 

variations in assessments 53 
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local expenditures 195 
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state and federal 203 

state only 202 
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RECEIPTS AND EXPENDITURES (Continued) 

federal government expenses 202 

Minnesota's share in 202 

local 
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receipts from licenses, 1908 195 

state 

expenditures, 1907 and 1908 193-194 

classified 194 
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revenues, 1907 and 1908 * 191-192 

classified 191-192 
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warrants issued, 1907 and 1908 193 

summary of expenditures 202 

summary of receipts, state and local, 1908 202 



RECOMMENDATIONS 

basis of assessment 220 

corporation taxation 220 

county assessor 219 

credits, special taxation of 223 

exemptions limited to. household goods and wearing apparel.. 222 

gross earnings tax, extension of 223 

inheritance tax law 221 

iron ore properties ' 224 

logs, taxed where cut 222 
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submitting new tax amendment 222 
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t 
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ST. PAUL 

assessment ratio for real estate values 55 
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table 36-37 
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ST. PAUL ASSESSMENT 

commission appointed 58 

tax commission, authority of 59 

SALOONS, licenses, amount paid in 1908 I95 

SELIGMAN, DR. E. R. A. 

accidental income theory of inheritance tax : . . 171 

apportionment-by-expenditures method 206 

inheritance tax 171 

separation of state and local revenues 206 

SEPARATION OF STATE AND LOCAL REVENUES 

advantages of 204-205 
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conformation of receipts to expenditures •. 209 

elasticity of revenue 207-208 
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STATE BOARD OF EQUALIZATION (Continued) 

equalization of assesspients 6 

problem in securing 20 
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STATE FINANCES see Chapter XIII 191-196 
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STILLWATER 
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TAX AMENDMENT 
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effect on counting of ballots 213 

defects in general property tax .'. . . 215 

difference between 1906 and 1908 amendments 214 

importance of 215 
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mortgage registry tax passed under 162 
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recommendation by tax commission 218 
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